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APPLICATION AND
REQUEST FOR WA1VER§

10

12

IN THE MATTER OF THE APPLICATION
OF GARKANE ENERGY COOPERATIVE
INC.. AN ELECTRIC COOPERATIVE
NONPROFIT MEMBERSHIP
CORPORATION. FOR A DETERMINATION
OF THE FAIR VALUE OF ITS PROPERTY
FOR RATEMAKING PURPOSES. TO FIX A
IUST AND REASONABLE RETURN
THEREON. AND TO APPROVE RATES
DESIGNED TO DEVELOP SUCH RETURN
AND REQUEST FOR WAIVER

14
Garkane Energy Cooperative, Inc. ("GEC" or "Cooperative") by and through

undersigned counsel, and pursuant to A.R.S. §§40-250 8: 40-251 and A.A.C. Rl4-2-

l03(B)(3), hereby makes application to the Arizona Corporation Commission ("Commission")

for a determination of the fair value of its property for ratemaking purposes, to fix just and

reasonable return thereon, and to approve rates, charges, and tariffs designed to develop such

return, and for approval of a Prepaid Service Tariff, a Net Metering Service Tariff, and a Line

Extension Policy that are consistent with terms and conditions applicable to GEC's

member/customers located in Utah (or 89% of its member/customers). The Cooperative also

submits for re-filing its Electric Service Regulations that have been on file with the

Commission since 1998 (corrected for typographical errors and factual updates as to GEC's

name and primary business location). To allow for more uniform rates and terms of service

system-wide, the Cooperative seeks a waiver of any and all Commission rules inconsistent

with the rates, tariffs, and regulations approved in this docket, including, but not necessarily

File: 2002-001-0000-0000, Desk: Garkane 20]5Rate Application 0526 15; Doe#: 22622lv3
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limited to, the following provisions of the Arizona Administrative Code: Rl-4-2-207 (Line

Extensions), R14-2-2301 et seq. (Net Metering), and relating to Prepaid Service, R14-2~203.B

(Deposits), R14-2-209.A (Meter Reading), R14-2-210 (Billing and Collection), and R14-2-211

(Termination of Service), as well as the Cooperative's Electric Service Regulations Numbers

19 (Font and Execution of Service Agreements), 20 (Tenn of Service Agreements), 21

(Expiration or Renewal of Service Agreements), 22 (Company's Right to Cancel Service

Agreement or to Terminate or Suspend Service), 47 (Billing Periods), 51 (Payment of Bills)

and 53 (Charge for Restoring Service) relating the Cooperative's provision of Prepaid Service

In support of its Application, GEC states as follows

GEC is a Utah non-profit member-owned corporation authorized to do business

and provide electric service in both Utah and Arizona

12

13

14

15

16 3

17

18

19

20

21

All of GEC's customers residing within its service area (in both Utah and

Arizona) are eligible to be members of the Cooperative and to vote for its Board of Directors

Attached to this Application is a Certificate of Good Standing from the Commission as

Attachment 1 to this Application

GEC holds a certificate of convenience and necessity from the Commission

pursuant to A.R.S. § 40-281 et seq. to provide distribution electric service to areas within

Mohave and Coconino Counties, Arizona, and its provision of electric service in Arizona is

subject to the jurisdiction of the Commission

As of December 31, 2013 (the test year used in this proceeding), GEC was

serving approximately 12,844 customers of which 1,439 customers (or 11 %) were located in

22 Arizona

23 GEC services a rural service territory covering approximately 16,000 square

24 miles, meaning that, on average, GEC has 1 customer per square mile of service territory

5

25

File; 2002-001-0000-0000; Desk: Gaxkane2015 Rarle Application0526 15; Doc#: 22622lv3
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GEC's business office is located at 120 W. 300 Street, Loa, Utah 84747 with a

mailing address of Post Office Box 465> Loa, Utah 84747. Its main telephone number is

(435) 836-2735, and its main facsimile number is (435) 836-2497

The Cooperative's primary business contact is Mr. Dan McClendon, its Chief

5 Executive Officer. The persons responsible for directing arid overseeing this Application are

(dan@garkaneenergy.com) Marcus

(marcus@garkaneenergy.com),  GEC's Finance Manager  and Mr.  David W. Hedrick of

Guernsey, Engineers, Architects and Consultants, its rate consultant. Mr. Hedrick may be

contacted at 5555 North Grand Boulevard, Oklahoma City, OK 73112-5507, phone number

(405) 416-8157, and email address david.hedrick@guemsey.us

11

12

13

14

15

16

All communications concerning this Application, including, but not limited

to, discovery and data requests should be directed to William P. Sullivan andMorgan R

Holmes of Curtis. Goodwin. Sullivan, Udall & Schwab, P.L.C., 501 East Thomas Road

Phoenix, Arizona 85012-3205, phone (602) 393-1700, facsimile (602) 393-1703, and

email at wsullivan@cgsuslaw.com and mholmes@cgsuslaw.eom with copies to M r

Lewis and Mr. Hedrick

17 9 GEC 's  p r es ent  r a t es ,  cha r ges ,  a nd r egu la t ions  wer e a pp r oved by t he

18 Commission in the following Decisions

19 No. 61105, dated August 28> 1998 (rates, charges, and electric service

20 regulations)

24

No. 69915, dated September 27, 2007 (line extension policy)

No. 70979, dated May 5, 2009 (special power adjustment charge for

Colorado City), and

No. 50266, dated September 18,  1979 (Purchase Power Adjustment

Mechanism ("PPAM")

File: 2002-001-0000-0000, Desk:Garkane2015Rate Application 05 26 15, Doc#: 226221v3
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GEC has on file with the Commission optional rates and terms for cogenerators

and small power producers and has a Curtailment Plan on file pursuant to A.A.C. Rl4-2-208

GEC is requesting updates of these tariffs be approved as part of this Application

l l . GEC's current and proposed tariffs are included as Attachments 2 and 3 to this

5 Application

12.

7 Attachment 4

8 Attachment

9

11

13

14 13.

15

16

17

18

19

21

As set forth in the Direct Testimony of Mr. David Hedrick, attached hereto as

and the Direct Testimony of Ms- Rebecca A. Payne, attached hereto as

5, and. the applicable supporting schedules required by A.A.C. R14-2-l03.B

attached hereto as Attachment 6, GEC is seeking a $152,128 decrease in adjusted test year

10 revenues from operations (or a 3.3% decrease) to enable it to meet operating expenses, repay

its financing and make betterments to its system in order to maintain adequate and reliable

12 electric service throughout its service area, including its Arizona certificated territory and to

create nearly uniform rates, charges, rules, and policies throughout its service area

GEC's adjusted system-wide OCRB and FVRB for  the test  year  ending

December 31, 2013 is $60,782,310, its adjusted operating margin is $1,171,743 on adjusted

test year revenues of $23,603,288 and its return on its adjusted FVRB is 4.33%. GEC seeks a

system-wide increase in revenues of $799,289 to offset a power cost increase of $792,887

that went into effect January 1, 2015

14. GEC's Board of Directors has approved new r a te s for its Utah

20 member/customers that were effective May l, 2015 and has directed this Application be tiled

seeking the Commission°s approval of proposed rates for Arizona Mat are structured similar

22 to the rates approved for Utah

Based upon the cost of service study performed by Guernsey, and reflected in

24 Schedule G-1.1 of Attachment 6, the Arizona only adjusted test year OCRB and FVRB is

23 15.

File: 2002-001-0000_0000, Desk: Garkane 2015 Rate Application 05 26 15, Doc#: 226221v3



$9,651,805, its adjusted operating margin is $594,535 on adjusted test year revenues of

2 $4,561,894_

16.
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16

17

18

As reflected on Schedule G-2.0 to Attachment 6, the requested system-wide

increase in operating revenues will provide the Cooperative a system~wide return on its

$60,782,309 FVRB of 5.65%, a system-wide operating margin of $1,97l,032, and a system-

wide Operating Times Interest Earned Ratio ("TIER") of 2.34. The Arizona-only portion of

the system will reduce operating revenues to $4,409,765, providing operating margins of

$434,686 and a rate of return of 7.04% on its Arizona FVRB of $9,65l,805.

This Application is based upon a test year ending December 31, 2013 adjusted

10 for known and definite changes. While the Commission might ordinarily view this test year

as somewhat stale, it is a reasonable and appropriate test year, as adjusted, for establishing the

fair value and just and reasonable rates for GEC at this time. Importantly, GEC has

experienced little change in the size of its system, customer* base, electric usage, staff,

revenues, or operating expenses, except for the change in purchase power costs that were

effective January l, 2015. Moreover, calendar year 2013 was the most recent audited data

available to GEC when it received notice that Deseret was increasing its power costs effective

January 1, 2015 - GEC's single largest operating expense. Despite immediately initiating a

rate analysis and using the readily available audited calendar year 2013 data, GEC was not

able to complete the rate review and hearing process in Utah and place new rates in effect19

20 until May 1, 2015 a delay of five (5) months after the new power costs were effective.

21

22

23

24

During this period, GEC's operating margins were eroded and, had the condition persisted,

GEC's ability to maintain a reasonable Times Interest Earned Ratio, adjusted for known and

definite changes, would have been adversely impacted.

By Decision No. 73620, dated December 12, 2012, the Commission ordered

25 GEC not to offer time-of-use rates at that time, effectively granting GEC an indefinite waiver

18.

File: 2002-001-0000-0000, Desk: Garkane 2015 Rate Application 05 26 15, Doc#: 226221v3
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4 19.

5
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8
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10
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to Decision No. 69736 (requiring implementation of time-based rate schedules).

application seeks approval of a residential time-of-use rate in those locations GEC has the

technical ability to implement such a rate.

As part of this application, GEC seeks approval of:

A prepaid service tariff that follows the terms and conditions of those the

Commission has approved for Sulphur Springs Valley Electric Cooperative and Trico

Electric Cooperative,

Revisions to its line extension policy so the same line extension policy

applies system-wide and a waiver of A.A.C. Rl4-2-207,

C. A net metering service tariff that is identical to the net metering service

tariff approved for use in Utah (i.e., for 89% of its customers) and a general waiver of

A.A.C. R14-2-2303, and

Aftinnation of the Rules for Electric Service that have been on tile with

14 this Commission since 1998.

15 20.

16

17

18

19

20

21

Included with this Application and in support thereof are:

Rural Utility Service ("RUS") Form 7 (pages 1 -- 7) for the years ended

December 31, 2013 and 2014, as Attachment 7,

B. GEC's most recent Audit Report, included as Attach went 8,

The applicable schedules required by A.A.C. R14-2-103B for a Class B

utility, as Attachment6, including:

i. A schedule comparing revenues by customer classification for the test

22

23

year, at present and proposed rates, included as ScheduleH-3.0; and

ii. A schedule listing long-term debt obligations, included as Schedules D-

24 2.0 and D-2.1.

25

File: 2002-001_0000-0000, Disc: Garkane 2015 Rate Application 05 26 15, Doc#: 226221v3
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1 WHEREFORE, Garkane Energy Cooperative, Inc. respectfully requests the

2 Commission:

3 Accept this Application as sufficient in accordance with A.A.C. R14-2-

4 103B;

5

6

7

8 c.

9

10

Enter a procedural order establishing the notice requirements, setting this

matter for hearing, and setting forth the procedure for processing this Application in as

expeditious manner as possible,

Determine the fair value of GEC's utility plant and property for

ratemaking purposes, fix a just and reasonable return thereon, and establish rates and

charges to develop such return, including the tariffs set forth in Attachment3 hereto,

11

12 E.

Grant the requested waivers as set forth herein, and

Grant such other and further relief as the Commission deems

13 appropriate.

14

15
RESPECTPULLY SUBMITTED this 2911* day of May, 2015.

16
CURTIS, GOODWIN, SULLIVAN,
UDALL & SCHWAB, P.L.C.

17

18 g

. .g J
g o 1

19
By:

.5 I
I
4
8

20

21

22

William; P. S llivan, EST.
Morgan R. Hlolmes, Esq.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.

23

24

25
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PROOF OF AND CERTIFICATE OF MAILING

I hereby certify that on this 29M day of May, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and
thirteen (13) copies of the above to

5

6

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix. Arizona 85007

7
I

i
f

8? If
/7 49"% ,"
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Office of the
CORPORATION COMMISSION

CERTIFICATE OF GOOD STANDING

To all to whom these presents shall come, greeting:

1, Jodi A. Jericho, Executive Director of the Arizona Corporation Commission, dohereby
certify that

***GARIQlNE ENERGY COOPERATIVE, INC ***

a foreign nonprofit corporation organized under the laws of Utah did obtain authority to
conduct affairs in the State of Arizona on the 27th day of December1957.

I further certify that according to the records of the Arizona Corporation Commission, as
of the dateset forth hereunder, the said corporation has not had its authority revoked for
failure to comply with the provisions of the Arizona Nonprofit Corporation Act, and that its
most recent Annual Report, subject to the provisionsofA.R.s. sections10-3122, 10-3123,
10-3125, & 10~11622, has been delivered to the Arizona

This certificate relates only to the legal authority of the above named entity as of the date
issued. This certificate is not to be construed as an endorsement, recommendation, or
notice of approval of the entity's condition or business activities and practices.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission. Done at
Phoenix, the Capital, this 26th day of May, 2015, A.D.

e O¢" . / »=':»31Z>
is
4 ,a ecutive DirectorJ*m
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ORIGINAL
OPTIUNAL .TARIFF For SUPPLE1~g;S14TARY s'1'nnnny Ann

POWER SHT-F18 TO 0r1AT.TE'VTI'NG 1"ml1TT¢TTT*'ls

APPLICABILITY

Supplementary
mete red to  the  QF,
maintenance energy

SUPPLEMENTARY POWER

The rates charged
be the current rate
applicable  to Het
se rv ice  or such
parties

AVAILABILITY

Supplementary
re lated kilowatt
the QF in excess
QF's generating equipment

Applicable to cogenerators and small power
producers with generating facilities exceeding 100
KW that qualify under the Public Utility Regulatory
Policies Act of 1978 (PURPA) as a QF consistent with
the regulations established under 18 CAR, Chapter I,
Part 292, Subpart B of the Federal Energy Regulatory
Commission (FERC) Regulations

Available to all qualifying facilities (QF)
exceeding 100 kilowatts (KW) within the certi f icated
service territory of Garkane Power As<:ocia"iol~, Inc.
(GARKANE) where such Facilities are of an adequate
capacity and are adjacent to the point of  del ivery.

Determination o f Supplementary Energy

Rates

Defini tion

GARIQANE POWER ASSOCIATION,

TARIFF H 414131512 COGEN-1

o f

power is the KW capacity and
hours (KWH) of energy purchased by
of the production capability of the

for supplementary power shall
schedule of GARKANB which is

the QF'S supplementary needs for
other rate as agreed to by the

energy shall
less any KWH

Supplementary

be equal to the KWH
billed as standby or

Power

INC .

wl2wr~1'p1=:n14Nr1E

1 0 0 K W

APPROVED FOR FILING
IN COMPLIANCE WITH
DECISION #z 57106

EFFECTIVE OCT. 1, 1990

I'll lm



APPROVED FOR FILING
IN COMPLIANCE WITH

DECISION #: 57106

QIQQGINM
Determination of Supplementary Demand
Supplementary demand shall be the greater of:

1 .
with
less

The metered demand, measured
the Associations applicable

any standby and

in
rate

maintenance

accordance
schedule,

demand;

or, the minimum billing deana
the QF's contract.

specified

IV. AND CE POW ERSTANDL 'L

Definition o: Standby and Maintenance Power

Standby and maintenance power is the KW
capacity and related KWH energy purchased by the QF
attributable to forced or scheduled outages by the
QF, respectively.

Rates

T h e  r e s e r v a t i o n  o r  d e m a n d  c h a r g e  f o r  s t a n d b y
p o w e r  sha l l  b e  a s  sp e c i f i e d  i n  A t t a chme nt  A  p e r  K W
o f  b i l l i n g demand per month. The monthly demand
billed shall be that specified in the Standby and
Maintenance Contract. The rate applicable to standby
and maintenance energy s h a l l  b e as s p e c i f i e d  i n
Attachment A per  KWH at  the  Po int  o f  De l ive ry .

Determination o f Standby Energy

Standby Ene rgy  i s
energy supp l i ed by
ordinari ly generated, by
during unscheduled f u l l
f a c i l i t y .

defined to be the
GARKANE to replace
the QF's generation
and partial outages

electric
energy

facility
of said

Standby Energy is equal to
between the maximum power output
generator (s), as specified in
Maintenance Contract, and the
QF's generator meter(s) for
except those periods where
is zero.

the difference
of the QF's

the Standby and
power measured on the
the bill ing period,

power supplied by GARKANE

Determination of Maintenance Energy

Maintenance Energy is
supplied to the QF during
Period. Maintenance Energy
capability, as .
Maintenance Contract,
the Scheduled Maintenance

d e f i ne d as the energy
a Scheduled Maintenance
i s the nwximum output

speci f i ed in the Standby and
times the maintenance hours in

Period.

2

EFFECTIVE OCT. 1, 1990

A.

B .

C .

D.

l all I



. '-

APPROVED FOR FILING
F: IN COMPLIANCE WITH
DEClSlON #: 57106

I'll I

.in

r

. a
1 |

gm
1 2uIWALScheduled

thirty (30)
peak months.
maintenance schedule
at least sixty
that period.
approval of GARKANE.
excess of the
shall. be billed
in Section Iii.

Maintenance Periods shall not exceed
days and must be scheduled during off
The QF shall supply GARKANE with a

for a twelve (la) month period
(60) days prior to the beginning of

This schedule shall be subject to the
Maintenance energy in

authorized thirty (30) day period
as supplementary power' as set forth

used

Adjustunnents
Ra te s

t o Standby and Maintenance Energy

D u r i ng  the l a s t  w e e k  9 °  e a c h calendar month
GARKANE sha l l  no t i f y  the  QF  th rough  i t s  de s i gnate d
representatives of the rate applicable to the
standby and maintenance energy based upon
incremental costs " t o  t h e  d e l i v e r y  p o i n t  o f  t h e  Q F
for the  subse f xent calendar month. S u c h  ra t e  s h a l l
r e p l ace the energy ra t e s e t f o r t h in paragraph
l V . (B ) above.

F. Standby and Maintenance Power Limitations

The forced outage f actor w i l l be a d j u s t e d
annually based on the actual performance of the
qualifying facility. The actual forced outage rate
will be applied retrospectively to the preceding
twelve (la) months as well as serve as the estimated
forced outage factor for the current year.

v- BASIC SERVICE CHARGE

The monthly Basic Service Charge shall be the
service charge contained in GARKANE's applicable
rate schedule for supplementary power sales

VI . conDT'rTon OF snnvrcm

I Service to QF's under this rate schedule are
subject to the negotiated terms and conditions set
forth in the contract between GARKANE and the QF.

VII . INTERCONNECTION CHARGES

The QF shall pay all costs associated with any
and all additions, or alterations to GARKANE' s
e l e c t r i c system n e c e s s i t a t e d o r i nc u r r e d i n the
establishment and operation of the interconnection

including but not limited
any and all modifications required for the
of power and energy or for the efficient, safe

contemplated by the QF, t o
metering

and

3

EFFECTIVE OCT. 1, 1990

E .

I \1111



ill

0918114 reliable
KANE's

operation of the
electric system.

QF's facilities with

VIII . FACILITY CHARGE ON DEDICA .L F'ACTTIT'T'TES

The
monthly
costs of
constructed

QF shall b e required to pay GARKANE a
f  ab i l i t i es c h a r g e  t o  r e c o v e r  a l l  r e l a t e d

any dedicated fac i l i t i e s previously
to serve the QF a firm basis.on

IX . OTHERBTLLTNG AD-TTISTMEWS

A. The foregoing rates
imposition of any wholesale
other changes in rates which may
approved for billing by the
Commission from time to time.

are subject to the
power adj vestment and

be established and
A r i z o n a C o r p o r a t i o n

B. Total monthly s a l e s t o a QF' for
supplementary, s t andby and m a i n t e n a n c e  p o w e r  a r e
s u b j e c t  t o  a d j u s t m e n t  f o r  a l l  f e d e r a l , s t a t e  a n d
l o c a l  g o v e r n m e n t  t a x e s  o r  s u c h  l e v i e s  o n  s u c h  s a l e s
a n d  a n y  o t h e r  a s s e s s m e n t s  t h a t  m a y  . b e  i m p o s e d  b y
s t a t e  o r f e d e r a l r egu la t o r y a g e n c i e s  o n u t i l i t y
gross revenues .

EFFECTIVE DATE

T h i s r a t e s c h ed u l e i s e f f e c t i v e QCT. 1, 1990

as

f'JEc1slon #:
APPHGVEL) FOR FiLé5=4<;
IN COMPLIANCE wma

<71 DO
l

X .



JRlGff\fAL GARKANE POWER ASSOCIATION I INC _

ATTAf:HMEN11:

GPTTONPJ:
Pow=:R

TAR1FF o R suvrfmmmmnv. snunav am:
snrzs TQ QU A L IEYING F'1\('!TT-TTTES \='.xcF.r:nnu=

RATE S-HEDULE COGEN-1

(1) RASTC SERVICE

Cogeneration Basic Service Charge $10.00 per
month

P'us I F o r E a c h G e n e r a t o r M e t e r $25.00 per
month

(2) STANDBY SERVICE

Standard Option

Monthly Reservation Charge
Contract Standby Capacity

per KW of S 3.94 per
month

Energy Charge S 0.0652 per
kph

InterruDtiDl§  Option

Energy Charge S 0.0652 per
kph t

(3) MAINTENANCE SERVICE

Energy Charge S 0.0652 per
kph

APPROVED FOR FILING
IN CQIELIANCE WITH
DECISION #: 5710.6

EFFECTIVE OCT. 1,
I

1990

I



APPROVED FOR FILING
I N CQMPLIANCE WITH

Ema #1214-2-208

ORIGINAL GARKANE POWER

C u r t a i l m e n t  P l a n -

ASSOCIATION

State of Arizona

March 1993

Introduction

Garkane Power Association, Inc .
Cooperative with headquarters in Richfield, Utah
serves
688 meters in
is as follows;

(Garkane) is a Rural Electric
. The cooperative

customers throughout South Central ltah and approximately
Northern Arizona . The number of customers by class

Residentia l 515
Commercial 113
Industr ia l 2
Fire protection 4
Publ icAuthori t ies  26
I r r i g a t i o n _28

Total 688

Most of the wholesale power purchased by Garkane comes from
the Western Area Power Administration (WAPA) and is generated at
Glen Canyon Dam. Additional purchases, beyond approved eo-
generation f abilities and self-generation at Garkane's
hydro electric plant, are made through an all-requirements contract
with Deseret Generation and Transmission Cooperative(DG&T).

own small

Although conditions have never existed where the power supply
from DGCT was insufficient to carry the load during peak periods,
nor do we anticipate shortages from DG&T, a
curtailment plan has been developed in compliance with the ArizoNa
Corporation Commission's Administrative Rule, Chapter 2, Section
R14-2-208, Paragraph E.

in generation capacity

C u r t a i l m e n t  P r o c e d u r e s .

I n  the  event  seve re  supp ly  shor tages  o r  cur ta i lments  a re
anticipated in advance by Garkane, Garkane wi l l  make a publ ic
appeal for i jwevoluntarycurta i lment<1Eelectr iccmnsumptionk/al l
consumers.

If voluntary curtailment results in insuf f ic ient load
reduction the fol lowing, in order of  cur bai lment,  is a l ist  and
brief description of the loads;

1. Grand Canyon National Park (North Rim) . This load
has self  generation and would not be signif icantly impacted by
cur bailment during an emergency situation .

1

RULE
r

r
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2.

industrial
curtailed, but life
emergencysltuatlon.

Kaibab Industries, Fredonia, Arizona. This iS an
sawmill load and would be impacted economically by being

or health would not be affected during an

3. Ryan Substation. This substation serves the Nor Rh
Rim of the Grand Canyon as well as several other recreational
sites. In addition, an industrial customer,
would also be affected by this cur bailment .
would be inconvenient, it would not create
hardships.

Ever Ly Fuels Nuclear,
Alt ouqhcurtallment

any unreasonable

4. ColoradoCitySubstation. This substation serves the
majority of Garkane' s residential and commercial customers located
inAri2ona. With 4 to 5 hours work the electric service to the
community fire station/eMergency communications system could be
restored. However, medical f abilities for this area are served
from a Utah feed which could also be used to provide service to
most of the Arizona customers who would be affected by cur bailment
at the Colorado City Substation.

be maintained as long

5. Moccasin Tribal Po].ice. Service to the Moccasin
TribaJ. Police Department is identified as a critical load and would

' as possible.

6. Moccasin Mountain Communications Site. A radio
repeater site located on Moccasin Mountain is a crit ical
communications load. The site provides communications for law
enforcement andotheremergencyagencies . Service to this location
would be maintained as long as feasible.

municipal power system serving residential,
7. Fredonia, Arizona. The Town of Fredonia is a

commercial and
emergency communication (Sheriff's Department) loads. Service to
the Sheriff's Department would be preserved as long as possible,
however, under Garkane ' s present wheeling contract with
cur bailment to residential and business customers in the Town is
contingent upon equal reductions among other Garkane customers .

Fredonia,

outside Colorado City,
supplyshortage,

flue to the limited amount of load, residential customers
and the limited probability of a

rotation schedules are not proposed in the plan.power

curtailment Resaons abilities

GeneralManager

v When an emergency exists, the General Manager will
authorize all involuntary or voluntary curtailment plans
and is
personnel and for contacting the Arizona Corporation
Commission and the Arizona State and County Civil Defense

responsible for notifying appropriate Garkane

2 \ . iHUMus
IN COMPLIANCE WITH

EFFECTIVE MARCH 22, 1993 RULE
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APPROVED

GARKANE; POWER ASSOCIATION, INC

4/1/93
Date

EngineeringManager

Member Services Personnel

Kan ab Area Manager

P. Wriillardson, Gelnueral Homager

The General Manager has  the
moni tor ing  the  curta i lment process  and
methodo l og i e s  out l i ned  in  the  cur ta i lment
fo l lowed.

I s  r e s p o n s i b l e  f o r  e n s u r i n g  a d e q u a t e  g e n e r a t i o n  a n d
transmission to meet the Arizona system's load
requirements and, in consultation with the General
Manage r ,  fo r  de t e rmin ing  the  magn i tude  and  durat i on  o f
any load curtai lment .

nd Emergency Centers/Teams prior to and during any
curtailment.

4

4

I s  r e s p o n s i b l e  f o r  d i r e c t i n g  t h e  i mp l e me n t a t i o n  o f  a l l
phases o f the  curtai lment plan and ensuring the  pe rsonne l
i n v o l v e d  u n d e r s t a n d  t h e  p l a n  a n d  a r e  t r a i n e d  i n  i t s
operat ion .

4 M a i n t a i n s  an  ac c u ra t e  l o g  o f  a l l  c i r c u i t  i n t e r ru p t i o n s
dur ing  cu r ta i lme n ts  and  fo rwards  the  i n fo rmat i on  t o  the
Engineering Manager and General Manger.

4

o

I s  respons ib l e f o r  e x ecut ing  i nvo lunta ry
cur bailment consistent with the outlined plan.

K e e p s  t h e  p u b l i c  i n f o r m e d  o f  e l e c t r i c  c u r t a i l m e n t
through news releases and other announcements as
instructed by the  General  Manager .

4

3

r e s p o n s i b i l i t y  o f
e n s u r i n g  t h e

p l an a r e

load

I 28'f'~
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GARKANE POWER
Richfield,

AssocIATIon.. INC .
Utah 84701

ELECTRIC SERVICE REGULATIQNS

STATE OF AR1ZONA

l . These rules and regulations are
receipt and ut i l i zat i on of electr i c

and rel iable service

designed
service

t o
i n

g o v e r n
A r i z o n athe supply,

c o n s i s t e n t w i t h s a f e practices .

are
by

2 . The s e R u l e s a n d R e g u l a t i o n s a n d a l l
on f i l e i n t h e o f f i c e o f t h e  C o m p a n y , and c o p i e s

a n y c u s t o m e r w i t h o u t c h a r g e upon r e q u e s t .

Rate
are

S c h e d u l e s
o b t a i n a b l e

. 3 . These
f rom t ime t o t ime
heretofore have gov
e l e c t r i c serv i ce.
Arizona Corporation

Rules and
and sure

erred the
They are

Commission

Regulations
rsede a l l
supplying
subject to
( "ACC" or

a r e s u b j e c t t o r e v i s i o n
r e g u l a t i o n s w h i c h may

and t a k i n g  o f  C o m p a n y ' s
t h e j u r i s d i c t i o n o f t h e
" t h e ComrrLission") .

DEF1N;TIONS

4 . The following expressions , when used in these Rules
and Regula t ions  , in Rate Schedules, and i n Service Agreements ,
shall , unless otherwise indica ted, have the meanings given below :

5. C u s t o m e r . Any i n d i v i d u a l , p a r t n e r sh i p , a s so c i a t i o n ,
f i r m , p u b l i c o r  p r i v a t e c o r p o r a t i o n o r g o v e r n m e n t a l a g e n cy
r e c e i v i n g Company's s e r v i c e a t any s p e c i f i e d l o c a t i o n .

6. Company Garkane Power Association , Inc .

7. E l e c t r i c S e r v i c e .
power and ene r gy , i r r e s p e c t i v e o f whe the r
e n e r g y i s a c t u a l l y  u s e d . S u p p l y i n g o f
o f  t h e  m a i n t e n a n c e  b y  t h e  C o m p a n y  a t
a p p r o x i m a t e l y t h e e s t a b l i s h e d v o l t a g e
f a c i l i t i e s adequate f o r c a r r y i n g

T h e  a v a i l a b i l i t y  o f  e l e c t r i c
any electr i c power and

service by Company consists
t h e  p o i n t  o f  d e l i v e r y o f

, and frequency by means of
Customer's proper~ load.

B . Poi n t
t h e p oi n t where t h e
o r a p p a r a t u s , u n l e s s
A g r eem en t .

o f  D e l i v e r y . Cus tomer ' s s e r v i c e t e r m i n a l , o r
C o m p a n y ' s  w i r e s a r e j o i n e d  t o C u s t o m e r ' s  w i r e s

o t h e r w i s e s p e c i f i e d i n C u s t o m e r ' s S e r v i c e

9. Customer's Ins t a l l a t i on . In general, a l l wiring,
appliances and apparatus of any kind or nature on Customer's side
o f  t h e  P o i n t  o f  D e l i v e r y (except Company's meter i ns t a l l a t i on)
u s e f u l  i n  c o n n e c t i o n  w i t h  C u s t o m e r ' s a b i l i t y t o take e l e c t r i c
serv i ce .

APPROVED FOR FILING
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10. Service Faci l i t ies .

(a)
CoI'lI]€ctj.Dg Company's
entrance conductors .

Service Drop.
distribution

The wires
system to

owned by Company
Customer's service

(b) Service
installation to which Company's

Entrance Conductors _ The portion
Service Drop

ofCustomer's
connected.

days between
calendar month

Month. An interval of approximately thirty (30)
successive meter reading dates, except when the
is specified.

12.
between Company
and taken .

Service Agreement.
and Customer pursuant

agreement
to which service
The o r

i s
contract

supplied

13. Connected The
of all motors, or other energy
Customer's premises, which may be
Company.

Load . combined
consuming
operated

nominal rated capacity
devices, i n s t a l l e d on

with energy supplied by

14. Horsepower . The term horsepower
to mean the equivalent to  750 wat ts .

shall be construed

15. Notice. Unless otherwise
not if icat ion delivered personally or mailed by party
o t h e r  a t  s u c h  o t h e r  p a r  T y ' s  l a s t  k n o w n  a d d r e s s , the
notice being computed from the date of such personal
m a i l i n g .

specified,
one

a we i t t e n
to the

period of
delivery or

16. Meter . The meter or meters,
devices, i f any, constituting the complete
measure the power and energy supplied to any
a single point of delivery.

together with auxil iary
installation needed to

individual Customer at

17. Customer
continuation of,
Customer, including
existing facilities,
requirements and
meters.

Extension. Any branch from, or
a n  e x i s t i n g  l i n e  t o  t h e  p o i n t  o f  d e l i v e r y  t o

increase in capacity of any of the Company's
o r  t h e  ch an g in g  o f  an y  l in e  t o  m ee t  Cus t o ln e r ' s

in c lud ing a l l t ransformers , service drop, and

in. Standby Standby service shall be construed
to mean serv ice  to a load for  which Customer has ava i lab le  an
alternative source of power other than that provided by Company.

Service .

2 AFFROVED FOR FILING
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SERVICE AGREEMENTS

Form Each19. and Execution
applicant for service shall make a
the Company's standard form,
Company' s standard application
authorized representative
binding Service Agreement .

a s

of Service Acrreenents .
written application therefor on

or execute a formal contract. The
form, when signed by the Company's

wel l  as the Customer, becomes a

20. Unless otherwise
provided, service agreements are to cont inue in ef fect  for  an
init ia l period of one (1) year where a new service is provided .

Term of Service Agreement.

21. Expirati
otherwise provided,
extend its expiration
(1) year each, unless
in writing not less
such period of its

on or Renewal of Service Asreemnents. Unless
each Service Agreement will automatically
date for additional successive periods of one
and until either party has notified the other

than thirty (30) days prior to the end of any
desire to terminate such agreement.

22. Company"s Risht to Cancel Service Agreement or to
Suspend Service. The Company may suspend or terminate

service for the reasons and pursuant to the procedures specified in
Commission Rule R14-2-221.

Terminate or

23. Chaise of Address of Customer .

(a)
notice thereof to
the date of change.
service supplied to the
received and Company has
three (3) working days,

When Customer changes
Company at least three

Customer w i l l be
vacated premises

had a
to discontinue

h is address he
(3) working days
held responsible

un t i l such notice
reasonable time, but not

service.

shall give
prior to
for a l l
has been

less than

(b) If Customer moves to an address at which he
requires electric service for any purpose specified in this Service
Agreement , and at which address Company has such service available
under the same rate schedule, the notice shall be considered as
Customer' s request that Company transfer such service to the new
address; but if Company does not have such service available at the
new address the old Service Agreement sha l l  be considered
c an c e l le d .

(c) I f Company has
address to which a different rate
Agreement , including the applicable
to Customer . Company will make tea
reasonably possible after receipt

service avai lab le at the new
schedule applies , a new Service
Rate w i l l be offered

nsfers of promptly as
of notice .

Schedule,
service as

inure
l e g a l

24 . Successors and Assigns .
to the benefit of and be binding
representatives, and successors by

Serv ice
upon the

operation

Agreements sha l l
respective heirs,

of law, of the

3
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09iG\nAL
parties thereto, but
par Ty only with the
Company may, without
Agreement to any person or corporation,
o r op e r a t ing a l l o r Aug/ p a r t o f Comp any ' s
supplying serv ice under such agreement.

shall be voluntarily assignable by either
written consent of the other, except that

Customer's consent, assign any Service
in any lawful way acquiring

property inused

SUPPLYING AND TAKING OF SERVICE

25.
sixty (60) cycles .
a t  1 2 0 / 2 4 0  vo lt s ,

Power Sunnlv - Alternating current at
distribute on voltages

120/208 vol ts and 277/480 vol ts.
Secondary

approxi m atel y
a r e a v a i l a b l e

26 . will be supplied only
regulat ions, and any

made, a n d such
t i m e  b e  l a w f u l l y

Rate Schedule on l y
f a c i l i t i e s o f the

and v o l t age f o r t he
agreements between Customer

u n d e r a n d p u r s u a n t
m od i f i c a t i o n s  o r
a p p l i c a b l e  r a t e  o r
fixed. Service w i l l
at such points of
Company adequate
service desired.
and Company may

S u p p l y  o f  S e r v i c e . Serv i ce
to these service

addit ions thereto l awfu l l y
r a tes  as  may  f r om t i me  to
be supplied under a given

delivery as are adjacent to
and suitable as to capacity

Otherwise, special
be required.

27. Continuity Of Service. Company wi l l use reasonable
diligence to supply steady and continuous service, but does not
guarantee the service against irregular it ies or interruptions.
Company shall not be liable to Customer for any damages occasioned
by service irregularities or interruptions.

If compliance with orders or formal requests of any
governmental agency, curtailing or diverting Company's available
electric power resources make i t impossible for Company to supply
the fu l l electric power requirements of a l l i ts Customers, Company
shall not be liable for any injury or loss caused by the resultant
cur bailment, in whole or in part, of its supply to any Customer.
If any such curtailment reduces the amount of power available to a
Customer below the minimum amount contracted such Customer
shall be relieved of the Obligation to pay more than the amount of
power from time to time made available by Company.

for,

Inability on the part of the Company
contractual obligations to any Customer, when such
to Company's compliance with an order or formal
governmental agency, shall not constitute default on
Company as to any contract or agreement, and any
agreement affected by such compliance shall remain in
and effect except as necessarily modified during the
period of such order or formal request.

to meets its
inability is due
request QF an

the part of
contract or

full force
effective

4
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Suspension o f Service for Repairs and Changes _

(a) When necessary to make repairs or changes in
Company's p lan t , ge ne rat ing equipment, transmission d i s t r i b u t i o n
sys te m o r o t h e r prope r  Ty , Company may, w i t h o u t
liability therefor, suspend service for such periods
reasonable, necessary, and in such manner as not to
Customer unnecessarily. The Company will attempt
affected customers of scheduled service interruptions
t h a n f o u r  ( 4 )  h o u r s d u r a t i o n a t  l e a s t  t w e n t y - f o u r ( 2 4 )
advance of the scheduled interruption.

to
o r

incurring
a s

any
may be

inconvenience
t o  i n f o rm
of longer
h ou r s  i n

(b) There shall
or similar charge for months
exceed an aggregate of twenty-four (24 )
pro rata reduction in such charges for
suspensions do exceed that amount.

be no abatement of demand, minimum
i n  w h i c h  s u c h  s u s p e n s i o n s  d o  n o t

hours. There s h a l l be a
months in which such

Use of Service.

t h rough
t he
t h e
and under
o t h e r
p u r p o s e
s er v i c e
accordance
a u t h o r i zes
e x c e p t
i n s t a l l a t i o n
c o u r t o r
o b t a i n
though
such
o f
s er v i c e
a c t i s
s u p p l i e d
s c h e d u l e s ,
e x t r a
t e s t i n g

(a) Service shall be
Company's own meter, and shall

purposes specified in and in accordance
Service Agreement. service shall be

no circumstances may Customer
individual, association or corporation

o f  r e me t e r i n g  o r  r e s e l l i n g
supplied Customer to lessees,

wt th the Agreement
such use service.

wi th the Company,
to lines under

avenue or or
service for adjacent property
such adjacent property be

unauthorized remetering, sale,
service company may immediately

to Customer unt i l such
d iscont i nued and fu l l  payment

or used, b i l l e d  o n  p r o p e r
and reimbursement in fu l l

exp en s es i n c u r r e d , i n c l u d i n g
and inspections.

supp l i ed d i r e c t l y t o Customer
be used by Customer o n l y f o r

w i t h t he p r o v i s i o n s o f
f o r Customer 's use o n l y ,

o r Customer 's agen t , o r any
i nsta l l meters for the

o r  o t h e r w i s e  d i s po s i n g  o f
tenants or others, except in

Service of Company which specifically
of the In no case shall Customer,

consent o f ex t end  or connec t  h i s
&Cl lOSS O I Ellly s t r e e t , a l l e y , l a n e ,

other  pub l ic pr iva te space in  order  to
. through one (l) meter, even

owned by* Customer. In case of
extension, or other* disposition

discontinue the supplying of
unauthorized remetering, sale, or

i s  m a d e  f o r  a l l  s e r v i c e
c l a s s i f i c a t i o n and ra t e

i s made to Company for a l l
expenses for c l e r i c a l work,

Risht-of-Way . reimbursement r
Company

owned

Customer shal l
r i g h t - o f - w a y
or controlled
necessary or

30 Without
o r p r o c u r e c o n v ey a n c e t o

sa t is fa c tor y to Company across the
by Customer for Company's l ines
inc identa l to the supplying of

t h e O f

property by
or extensions thereof

service to Customer.

5
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31 . Access Premlses.

ass at a l l
purpose of
Company's
to the

t o The duly authorized agents of
reasonable hours to the premises
inspecting wiring and apparatus,

property, reading of meter and al l
supplying of service .

Company shal l have acc
of Customer for the
removing or replacing
other purposes incident

32.
Customer's serv ice entrance conductors shal l be
r ead i ly accessible t o Company's Service Drop,
determined by Company.

Location of Custom»mer's Service Entrance Conductors .
located at a point

such  po i n t  to  be

CUSTOMER' S INSTALLATION

33 . Customer ' s F a c i l i t i e s f o r R e c e i v i n g Service -
Customer's f  ab i l i t i e s fo r r ece i v i ng s h a l l be i n s t a l l e d i n
accordance w i th Company's standard "Spec i f i ca t i o n s f o r E l e c t r i c
Service and Meter Instal l ations" and the National E l ec t r i c Code.
The Company's spe c i f i c a t i o n s mentioned above are on f i l e  a t
C o m p a n y ' s  o f f i c e  a n d  a r e  h e r e b y  m a d e  a  p a r t  o f  t h e s e  R u l e s  a n d
Regu l at i ons.

34. Nature and Use of Installations. Customer shall not
employ or utilize any equipment, appliance, o r  d e v i c e  s o  a s  t o
affect adversely Company's service to Customer or to others. When
polyphase service is supplied by Company, Customer shall control
the use thereof so that the load at the Point of  Del ivery wi l l  be
maintained in reasonable electrical balance between the phases.

35 . Power Factor. neon,
liqhtilnq

Leon ,
havinghot or cold cathode types

power factor characteristics
be required to furnish,
corrective apparatus
approximately ninety percent
each unit of such equipment
as a  un i t  by  a single switch
such unit.

of
are

insta l l
des igned

When florescent, or other
gaseous tube similar

installed and used, Customer may
and maintain, at his own expense,

to  ma inta in a t  no t less than
(90%l lagging, the power factor of
or group of such equipment controlled
or its equivalent which controls only

. The
discontinue serv ice
complied with the

Company
to any
foregoing

s h a l l have t h e r i g h t t o r e f u s e
such instal l at i on, un t i l Customer
provisions.

o r
has

The determination
wattmeter-voltmeter method .

of power factor shall be made by

the

36. Phase of Motors .

less
not
and

230

(a ) Individual motor ins ta l la t i ons requir ing
t h a n f i v e ( 5 )  h o r s e p o w e r s h a l l b e s i n g l e p h a s e . Motors
e x c e e d i n g  o n e - h a l f  ( 1 / 2 )  h o r s e p o w e r  s h a l l  b e  f o r  1 1 5  v o l t s ;
m o t o r s  o f  o n e  h a l f  ( 1 / 2 )  h o r s e p o w e r  t o  f i v e (5) horsepower,
v o l t s  . Exceptions may served at thebe option of the Company.

6
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(b) For installation of five (5) horsepower and

over motors, three (3) phase alternating current will be furnished
at the voltage stated in the Service Agreement; but single phase
service, at the option of the Company may be furnished for
installations of five (5) horsepower and over motors, where Company
has only single phase available at the point where Customer desires
service .

37 u Current Limi t; inc: Devi yes .

(a) Auto
devices shall be provided
f i ve (5) horsepower .

s ta r  ta rs  o r other suitable star t ing
by Customer for al l  motors having above

shall
lflnit

(b) All motors
be provided with suitable
the starting current.

star ting on other than light load
devices or be of a suitable type to

38 . Chancres
transformers, meters,
service to a Customer
making any material
installation, Customer
obtain Company's eons en
after receipt of such n
proposed change o r  i n
conditions service can

i n Instal l ati on. As Company's
a n d  o t h e r  f  a b i l i t i e s  u s e d
have a definite limited
changes or increases i n

shall give notice thereof to
t thereto. Company as promptly as
notice wil l e i ther give i ts approval
crease or  wi l l  adv i se Customer
be supplied for such change or

serv ice drop,
i n s u p p l y i n g

capaci ty, before
Customer's

Company, and
possible

t o the
u p o n  w h a t
increase.

by39. Inspect i on Company .
b u t  d o e s  n o t  a ssu me  t h e

insta l la t ion at  any t ime, and from t ime to
commence or to continue service whenever i t
instal lation to be in good operating conduit
not in any event assume any responsibility
with Customer ' s installation .

riGht, duty,
C o m p a n y  s h a l l a v e  t h e
t o i n s p e c t C u s t o m e r ' s

time, and t o refuse t o
does not consider such
i on, but Company does

whatever i n connection

Customer ' s Responsibi l i ty .40. Customer assumes al l
responsibility on Customer's side of the Point of Delivery for
se r v i ce s u p p l i e d o r taken , as w e l l as for the e l e c t r i c a l
i n s t a l l a t i o n , appl i ances, and apparatus u sed . connection
therewith, and shall save Company harmless from all
claims for injury or damage to persons or property or
in any way resulting from such service or the on
Customer's side of the Point of Delivery.

in
and against
occasioned by
use thereof

COMPANY|S INSTALLATION

41 . Instal l at i on and
provided in those rules
Rate Schedules, Company
equipment on its side of
required to instal l or

Maintenance . Except as otherwise
and regulations , i n Service Agreements , or
w i l l i n s t a l l and maintain i t s lines and

the Point of Delivery, but shall not be
maintain lines or equipment, exceptany

7
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oRiGiNAL
meters, on Customer's s i de o f the Po i n t
Company' s agents are authorized to connect
to Customer' s service entrance conductors .

o f Del Ive Ry .
Company' s service

Only
drop

42. Connections to Customer's Service .
will
the
will
will

ordinarily be installed overhead. If Custom
service drop installed in any other manner,
be made between Customer and Company whereby
be installed and maintained at Customer's

The service drop
Er desires to have
special arrangement
such service drop

expense .

by43. Protection Customer. Customer shall protect
Company's wiring and apparatus on Customer's premises and shall
permit no one but Company's agents or persons authorized by law to
inspect or handle same. In the event of any loss or damage to such
proper Ty of Company caused by or arising out of carelessness,
neglect, or misuse by Customer or other unauthorized persons, the
cost of making good such loss or repairing such shall be
paid by Customer.

damage

METERING

44. Installation.

(a) Meters. Company
necessary meter or meters, and Customer
locations for installation thereof free
to Company.

w i l l f u r n i s h  a n d  i n s t a l l
s h a l l p r o v i d e and m a i n t a i n

o f expense and s a t i s f a c t o r y

Accuracy Limits . After being tested,
as practicable .

over two percent
at no load .

meters
Meters

(2%) of

(b)
shall be adjusted
shall not remain in
tested capacity, or

to as near zero error
service with an error
i f found to register

(c) New meters shall be
Removed meters shall be tested before or within sixty (60 )

installation .

Before Instal lat ion .
tested.
days of

Periodic . shall b e

periodically o r

(d)
sample tested

In service meters
every five (5) years.

(e) Reauest. Upon written request, the Company
shall promptly test the accuracy of Customer's meter. If the meter
has been tested within twelve (12) months preceding the date of the
request, the Company may require the Customer to make a deposit in
the amount approved by the Commission for testing in the Company's
ta r i f f . If the meter is found to have an error of more than two
percent (2%) capacity, the deposit shall be refunded; otherwise,
the deposit shall be retained as a service charge.

APPROVED FOR FILiNG
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pursuant
either
b i l l s

(f) Meter Error Correction. If a meter tested
to this section is more than two percent (2%) in error,

fast or slow, proper correction will be made and adjusted
rendered as specified in Commission Rule R1-4~2~210 -

45 . Evidence of Service Use. The registration of
accepted and received at all times and

of the amount of power and energy
Company' s meter shal l be
places as prima fac ie evidence
taken by Customer .

46. Voltaire of Insta l la t ion . Metering w i l l be at
in service contracts.secondary voltage unless otherwise spec i f ied

BILLING

47. Billingq Periods. B i l l s ord inar i ly w i l l
interva ls , but may be rendered mar
Non-receipt of b i l l s by Customer

the ob l igat ion of Customer with

be rendered
e frequently

shall not
respect to

r egula r ly a t monthly
a t Company' s option .
r elea se or diminish
payment thereof .

48 . Minimums . When
than t h i r t y (30) days during
monthly minimum sha l l apply.

a Customer receives
the billing period,

service
the

for less
applicable

Separate Billing for Each Point
service shall
Whenever f o r
ins ta l la t ions

49. o f  D e l i v e r y .  A t
each Point of Delivery use of be metered separately
f o r  e a c h  C u s t o m e r  s e r v i c e . a n y  r e a s o n  C o m p a n y
furnished two (2) o r  mo r e  me t e r for a single Customer
or supplies s er vice u nder a Rate Schedule which does not r eq u i r e  a
met er , each point of metering and/or point of delivery where no
m e t e r  i s  r e q u i r e d  s h a l l  b e  c o n s i d e r e d  a s s e p a r a t e  s e r v i c e .  A
separate Service Agreement wil l be required, and b i l l s wi l l be
separa tely calcula ted for each such separate service, except where
Company may, under specia l eireumstances, waive t his requirement.

a

50. Billing'
shall be billed monthly
elect to pay his
Any def icit  between
received by the Company,
payments, shall become payable at
month period. The Company shall
of each seasonal year. Company
billed shall be equally divided
Company reading .

S ea sona l Customers. Sea sona l
as elec t r ic  P ower i s used. A Customer

b i l l  i n  a d v a n c e  a n d  f o r g o  p a y i n g  h i s  b i l l  m o n t h l y .
t h e g u a r a n t e e d amount and t h a t a c t u a l l y

from either monthly payments or advance
the beginning of the twelve (12)

read the meters a t the beginning
r ea dings i n d i c a t i n g usage not

over the months since the la s t

customers
may

51. Pavzzent of Bills .
and payable and DELINQUENT
date of bill , and service
written notice to Customer .

A l l b i l l s f o r service become due
i f not paid within twenty (20 ) days from
may be disconnected upon f i v e (5 ) days

When so disconnected, service w i l l not

9
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be
o f

restored until a l l b i l l s , together
disconnecting and reconnecting the

with any authorized
service are paid.

charges

52. Tax Adjustment: Clause. I n  t h e  e v e n t  a n y  c i t y ,
municipal i ty o r  o t h e r gove rnmental  body s h a l l impose
revenue, transaction pr i v i l e g e , occupation or franchise
similar tax upon the for power supplied, the
tax shall be bi l led paid by the Customer
from the Company.

Company
to and

a g r O S S
or other

amount o f  s u c h
rece iv ing power

53. Charge for Restorins Service. I f s e r v i c e t o
other violation
re-established,

fee and any

Customer
of the
Customer
past due

is discontinued for non-payment of b i l l or
Service Agreement, then, before service is
shall pay the Company the authorized reconnect

amounts .

54. Theft of Service. In any case of tampering with
meter installation or interfering with the proper working thereof,
or any other theft of service by any person, or evidence of any
such tampering, interfering, the f t  o r service diversion by
whomsoever done, Customer shall be l iab le to immediate
discontinuance of service as provided in Paragraph 22 of the
Service Agreements, and Company shall be entitled to collect from
Customer at the appropriate rate for all power and energy not
recorded on the meter by reason of such tampering, interfering, or
other theft or service diversion, (the amount of which may be
estimated by Company from the best available data) and also for all
expenses incurred by Company account of unauthorized act or
acts.

o n

Within Period of Service Agreement.
Service
them,

notice to the
effective date of

the amount
the

guarantees
the
the
sums
may

55. Cancellation
Where the Customer
Agreement period. with
the Service Agreement
Company not less than
the proposed cancellation,
of all balances due.
Customer from his
based on special
Customer. If the
service agreement, the
mentioned herein shall be
have on account of such

entirely suspends operations during the
the intention permanently to abandon
may be canceled by written

thirty (30) days before the
and by paying to the Company

No such cancellation shall release
obligation under any term minimum
investment made by the Company to serve
discontinuance by Customer is a breach of

right of the Company to collect the
in addition to all other rights it

breach.

SELECTION AND APPLICATION OF RATE SCHEDULE S

56. S e l e c t i o n o f Rate Schedule n

(a) When a prospective Customer
for service, Company will, upon request, ass i s t  i n
the rate schedule most appropriate to Customer
requested. The selection wi l l be based on

makes application
the selection of

for the service
the p ro s p e c t i v e

10
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Customer's statement as to
and manner o f use, and
statement w i l l  b e recorded
s h a l l  n o t  b e  l i a b l e  f o r
Company does not assure

the class of service
any other pertinent

and fi led with
a n y  e r r o r s  i n

any particular

desired,
information

Lhe appl ication.
c o n n e c t i o n

b i l l resu l t.

the amount
. This
Company

therewl tM and

(b) If
into specifying a Rate
class o f service taken,
rendered during the
recalculated in accordance
schedule, and any excess
balance due shall be

through error a service
Schedule which is not

on discovery of the error,
pre ce d ing tw e l v e (12) months

with the lowest properly applicable
paid shall be refunded by Company, or

paid by Customer, as the case may be.

agreement is entered
applicable to the

s h a l l be
rate
any

Distinction Between Residential and Commercial

a

E
I

57.
Service. Private dwellings in which space is occasionally used for
the conduct of business by a person residing therein will be served
under the standard residential rate. Where a portion of dwelling
is regularly employed for the conduct of business the electricity
used in that portion will be separately metered and billed on the
appropriate commercial rate. If separate circuits are not provided
bY Customer, the entire premises wi l l  be  c lass i f i ed  as non-
residential and billed accordingly. Service rendered through
one (1) meter to apartment houses and to recognized roorrLing and/or
boarding houses will be considered commercial service.

I
r
r

58. Chanse t o Rate Schedule. A Customer
of two or more optional Rate Schedules
service may e l e c t  t o  b e  b i l l e d  o n  a n y
Schedule by noti fy ing Company in wri t ing

Customer under such elected schedule from
the next meter reading_ However,

such a change of rate schedule may not
within the next twelve (l2) months unless
have been issued changed or additional

Customer's class of service.

Optional being
appl icable

o th e r
and
and

a Customer
make another

during such
Rate Schedules

bi l led under one
t o  h i s c l as s o f
appl icable Rate
Company wi l l b i l l
afte r the date of
having made
such change
period there
applicable to

59. Lishtlinu on Power Schedules .
n o t  b e  s u p p l i e d  u n d e r  a n y  p o w e r  R a t e
s p e c i f i e d i n  s u c h  p o w e r Ra te Schedu l e ,
Customer w i l l provide and
(transformers, regu l ato rs ,

suppl ied to motor generators, any
used for lighting purposes, shall

Lighting service wi l l
S c h edu l e s  u n l e s s  i t  i s  s o

and when so
maintain a l l aux i l i ary

etc. ) that may be necessary.
portion, of the output of
be considered lighting

supplied
apparatus

Service
which. is
service .

i

I

60. Temporary aNd S standby Service .

(a) Temporary and standby service shal l not be
rendered except  under  a  spec ia l agreement between Company and
Customer unless the temporary serv ice i s provided
construction where a permanent service will be established. during

11
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5

no event will Company supply power and
energy for the o f starting or furnishing excitation or
other auxiliary service necessary to the operation of any of
Customer's generating plant or for parallel operation of Customer's
generating equipment with Company's system except under a special
agreement between Company and Customer.

(b) I n
purpose

DEPOSITS

When

be

61 . Reuuired. Consistent with Commission Rule R14
2-203, the Company, at the time application for electric service is
made or at any time thereafter, may require cash deposit or
guarantee satisfactory to the Company to secure the payment of
bills as they become due. Such deposit or guarantee may be held in
its entirety by the Company until final settlement of Customer's
account, and any balance remaining will he ld  subject to
Customer's order without interest from the date  o f final
settlement; provided, however, that residential deposits and
accrued interest will be refunded or other Guarantee terminated
after twelve (12) months of service i f the Customer has not been
delinquent more than twice in the payment of utility bills
amount of such deposit sha l l not exceed the est imated east o f
service for ninety (90) days, and be paid in three (3) equal
monthly installments.

may

62 . Third Party Guarantees . Th i rd pa r ty guarantees i n
l i e u  O :  a  d e p o s i t s h a l l  b e  p e r m i t t e d  u p o n  d e m o n s t r a t i o n  o f  a
guarantor ' s s a t i s fa c to r y c r ed i t standing .

All cash
secure payment of bills will draw
percent (6%) per annum or any other
Commission. Interest due at date of
be credited on final bills of Customer
refunded.

63. Interest. deposits made by Customer to
interest at the rate of six
rate that may be set by the
discontinuance of service will

Qr included with the amount

64. Refunds . S u b j e c t  t o  t h e  p r o v i s i o n s  o f  P a r a g r a p h  6 1
d e p o s i t s  s h a l l b e  r e f u n d e d  u p o n  C u s t o m e r ' s r e q u e s t  a f t e r  a
satisfactory payment history of twelve (12) months Interest w i l l
be earned in accordance with Paragraph 63. The original deposit
a n d  i n t e r e s t  w i l l  b e  a p p l i e d  a s c r e d i t s  t o w a r d  t h e  C u s t o m e r ' s  p o w e r
b i l l . N o n - r e s i d e n t i a l customers n o t r e q u e s t i n g a  r e f u n d  w i t h i n
t h r e e  ( 3 )  y e a r s  w i l l a u t o m a t i c a l l y r e c e i v e  t h e i r d e p o s i t p l u s
i n t e r e s t e a r n e d  a s c r e d i t s  p r o v i d e d  t h e y  h a v e  m a i n t a i n e d  a
s a t i s f a c t o r y c r e d i t h i s t o r y . The Company present ly refunds a l l
d e p o s i t s  o n  a  t h r e e  ( 3 )  y e a r  r o t a t i o n  c y c l e  f o r  a l l  d e p o s i t s  o n  t h e
books o f  t h e Company. ( D e p o s i t s  p a i d  i n  1 9 9 8  w i l l  b e r e f u n d e d  i n
2002, e tc . )
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APPLICATION OF Aron CHANGES AND ADDITIONS TO SERVICE

REQJLATIONS Amen RATE SCHEDULES CONFLICTS

65. A p p l i c a t i o n  o f Ru le s and R e q u l a t i c n s and Rate
S c h e d u l e s . A l l s e r v i c e
b e e n t e r e d i n t o i n t h e f u t u r e
R u l e s a n d R e g u l a t i o n s , a n y
l a w f u l l y made a n d s u b j e c t t o
a n d a d d i t i o n s t h e r e t o . When
e i t h e r b y m a i l o r b y p u b l i c a t i o n
t o a n y C u s t o m e r s a f f e c t e d b y
s u b s t i t u t i o n .

a g r e e m e n t s a t p r e s e n t i n e f f e c t o r
a r e made e x p r e s s l y s u b j e c t

m o d i f i c a t i o n s h e r e o f
a l l a p p l i c a b l e e x i s t i n g

p r a c t i c a b l e , t h i r t y (30 )
i n l o c a l n e w s p a p e r s ,

a n y s u c h c h a n g e ,

that may
to these

t h a t  m a y  b e
rate schedules

days notice,
wi l l be given

a d d i t i o n  o r

66 , C o n f l i c t s : In case o f c o n f l i c t be tween any
t h e s e  R u l e s  a n d  R e g u l a t i o n s , Customer's se rv i ce
a ra te schedule, t he p r o v i s i o n  o f t he se rv i ce

precedence, followed by the provis ion of the rate

provision of
agreement, or
agreement takes
S chedul e .

0545680
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GARKANE ENERGY COGPERATIVEQINC
BOARD POLICY NO:206.B

ELECTRIC SERVICE REGULATION NO. 68
STATE QF ARIZONA

LINE EXTENSION POLICY

General Provisions: . Garkane Energy Cooperative, Inc, (Cooperative) will provide electric
service to all witdiiin the boundaries of its service aha when free rights of way and coritiniied
access for Seririeing are provided oil the applicantS premises, and the .applioarit complies with
the conditions of one of the following- classiiieations as determined bY the association

(H) "Peunanent Searvice," as hereilfl defined; iNcludes. service to Residential, General
Service aNd La;gePowepwhen the Use of service, bath as .to amount- and pefmnanency
can be assured.

(b) "Inc_determinate Service," . as hereiN defiNed includes but' Not liiunited to, .service ~to
H]iI1CS,.qU3I'l'i6S, oil. wells, industrial, inaiiufacturing, aNd largeconimerciad enterprises
of . speculative CharaCter, .read estate Subdivisions, mobile homes and recreational
vehic1es,-property being developed for sale, enterprises where the applicant will not be
the user of service, locations where there is little or no immediate demand fortservice
bY any otherconsurner seasonal, and .Other service (except thatdeined hereinafter as
"'Tcrrip0r.2ry") where the .amount and permanency of use cannot reasonably be' assured

(c) "Ternporai*y SerVice," as 'herein defined, includes but not limited to servicetc circuses
bazaars, fairs, concessions and similar enterprises, construction work, etc., of 5
teinpprary nature, and ventures of Such . uNcertain speculative character that. their
permanency is questionable, such as mining Or 6iland 'gas prCductipN bperétions, etc
which, , duriNg the preliminary or deVeloprnent.period~ of same, may at Association's
option, be classified in this categorji et service.

(d) . Deposits -or con11'HJui:ions .`m .aid of constxructionwill ~be cdlcu1ated in reflect 'the
eetiinated censtructibn `costs'as entered in The books of the association

Extensions for Permanent Service Outside 0fSubdivisions:

(H)

I

I
I

Free ExtensiOns: Upon the -satisfactory completion bf required Site improvemeNts, as
determined by. the Cooperative, the Cooperative make. siNgle phase extensions
iijoni 'its existiNg overhead facilities of proper voltage and -adequate -CapaCity free of
charge a distance of up to"six hundred (600) feet where .the property to be served is not
witihih a subdivision. The distance of six hundred(600) feet iS.to be measured from the
existing facilities of the Coopera1:ive's distribution facilities .capable bi serving' the
Consumer. Line extensions made under-this extension PoliCy for three Phase overhead
service will be subject to an allowanceof two hundred (200) feet Hee footage of line

l
I

E.

I
1
t4

i

:
I

I

!
I

I
I

E
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GARKANE ENERGY COOPERATIVE, INC.

STATE OF ARIZONA
I ONE EXTENSION POLICY ... cont.

(b) Extensions in Excess of Free Extension Distance: The Cooperative shall make
extensions in excess of six hundred (600) feet upon receipt of a non-interest bearing,
refundable cash deposit with the Cooperative to cover the costs of construction, as
mentioned in Item 3 below. The total cost of such additional footage shall be based
upon a current construction cost study made by the Cooperative for overhead single
phase extension.

THREE PHASE EXTENSIONS IN EXCESS OF FREE EXTENSION DISTANCE

The Cooperative shall make extensions in excess of 'two hundred (200) feet upon receipt of a
non-interest bearing refundable cash deposit with the Cooperative to cover the costs of construction.
The total cost of such additional footage to be based upon a current constnletion cost study made by
the Cooperative for Three Phase Extensions.

1 . Method of Refund: The method of reeding for three phase extensions will be in the

order of refunding for single phase as set forth in the example in Section 3, except 200 ii.
shall be used in place of 600 it., if the new extension is three phase.

Method of Refunds: Deposit refunds will be made to a depositor when separately metered
permanent Consumers are served directly from the line extension originally constructed to
serve said depositor, providing the new line extension is less than six hundred (600) feet in
distance.

The amount of the deposit refund will be equal to the actual cost per foot of constructing
the line, multiplied by six hundred (600) feet less the actual footage of the new line extension
required to serve the new Consumer.

In no event shall the total of the refund payments made by the cooperative to a depositor
be in excess of the deposit amount advanced.

if after five (5) years from the Cooperative's receipt of the advance required for the
estimated cost, of the new line to be eonsaucted has not been totally refunded, the advance
shall be considered a contribution 311 aid of ocvnstruciion and shall no longer be refundable.

-Page 2-
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GARKANE ENERGY COOPERATIVE, INC.

STATE OF ARIZONA
LINE EXTENSION POLICY - cont.

A pictorial explanation of the method of refined based upon the initial rate per foot is as follows:

1

L

-3
i
l
__v

l

_.~L
Applicant "A" - Applicant puts up refundable deposit for footage over 600 feet (1400' @

actual line extension cost.)

Applicant "B" - Applicant puts up refundable deposit for footage over 600 feet (900' @
actual line extension cost.) No refund is due Applicant "A" because total construction was over 600
feet.

Applicant "C" - No charge to applicant. However, Applicant "A" will get a refund. (400' @
actual line extension cost.) Line "C" ties directly into Line "A" and it is under 600 feet.

Applicant "D" - No charge to applicant, Applicant "A" twill get a refund of 590' @ actual line
extension cost because Line "0" des directly into Line "A",

Applicant "E" - No charge to applicant Applicant "B" will get a refund. (200' @ actual line
extension cost.) Line "E" ties directly into Line "B".

Applicant "F" - No charge to applicant. Applicant "B" will get a 'refund. (300' @ actual line
extension cost.) Line "F" ties directly into Line "B".

-Page 3-
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GARKANE ENERGY COOPERATIVE, inc.

STATE OF ARIZONA
LINE EXTENS ION POLICY ... cont.

Extension for Indeterminate SeMce:

ca) The applicant may be required to make a nonrefundable contribution-'m-aid of
construction for the entire construction investment, and they must enter into a contract
Vu it the association.

(b) Platted developments being subdivided for future potential residential homesites will
require a construction contribution to be made to cover the cost of the basic backbone
primary system being installed. A standard 200 amp service will be allowed for
indeterminate services, both overhead and underground.

(c) In the event an indeterminate service is reclassified to permanent service, the provision
of extensions for permanent service shall apply tier the date of the reclassification.

Overhead or Underground Distribution Facilities Within Mobile Home Parks For Duly
Recorded Real Estate Subdivisions: Distribution facil ities wil l be constructed by the
Cooperative within a duly recorded subdivision or mobile home park after the Cooperative and
the developer of said subdivision or park have entered into a written contract which provides
among other things for:

Advance Deposit: The total estimated installed cost of such distribution facilities, exclusive
of a standard 200 amp service is to be advanced to the Cooperative as a nonrefundable cash deposit
to cover the Cooperatives cost of construction.

Line Facilities: Where single phase line facilities within a subdivision or mobile home park exceed
the cost of a standard 200 amp service for each lot, a nonrefundable cash amount equal to that
portion of the total estimated installed cost represented by those required line facilities shall be paid
to the Cooperative.

6. Extensions for Temporary Service:

(a) For service classified as "Tenlporaly," Association shall require applicant to pay
Association in advance of construction an amount equivalent to Association's estimate
of the total cost of construction and removing the extension less estimated salvage
value of materials used.

(b) Service provided to a temporary extension shall be billed in accordance with the rate
schedules applicable.

(c) Association may refuse to connect additional consumers to temporary extensions .

(d) Service over a temporary extension will not be continued for a period longer than
eighteen (18) months, and if consumer desires service thereafter, said continued

-Page 4-
10703 1/1504832v4

I

4.

II



r

GARKANE ENERGY COOPERATWE, INC.

I STATE OF ARIZONA
LINE EXTENSION POLICY cont.

service shall be furnished under the terms of either the "Permanent" or "indeterminate"
plan, if Association's estimate of the fixture use of service justifies and continued
operation and maintenance of the line.

7_ Underground Extensions to Individual Applicants and/or to the Perimeter of Duly Recorded
Real Estate Subdivisions:

(a) Underground line extensions will generally be made when mutually agreed upon by
the Cooperative and the applicant or in areas where the Cooperative does maintain
existing underground distribution facilities for its operating convenience.

(b) The applicant shall provide at his expense the trenching, backfilling (including any
imported backfill required), compaction, repaving and earth-work for pull boxes or
other preparation for electrical apparatus necessary for the installation of underground
facilities, all in accordance with the speciiicadons and schedules of the Cooperative.
At its option, the Cooperative may elect at the applicant's expense to perform the
necessary activities to fulfill the applicant's responsibility hereunder provided the
expense to die applicant is equal to or less than that which would otherwise be borne.

(c) Primary and/or secondary underground power lines will be supplied upon request
when feasible, however, the consumer will bear the cost dif ferential between
underground and overhead construction.

(d) Services that are not standard 200 amp services and require additional costs to install
in either power line capacity or because of unusual construction, will also be paid for
by the consumer.

(¢> The Association will install, own and malmtalm all underground facilities to the point of
delivery.

8. Large Industrial Loads: Large industrial loads involving special construction or circumstances
will be individually analyzed and the provisions of the extension policy applied as agree upon.

9. Customer Extension Review: The customer may request a review of this contract at such time
that he feels the circumstances have changed to the extent that his extension charges should
either be reduced or eliminated Such circumstances would be the addition of customers to the
line on which his extension charge was calculated.

10. Hook-Up Fees: The hook-up fee shall be based upon the service entrance main breaker and/or
ilse sets amperage and nominal service voltage. Where there are more than one service
entrance main breakers and/or fuse sets the hook up fee shall be based upon the sum of such
devices. See° ce entrances which are upgraded and result in increased capacity shall be
assessed a hook-up fee equal to the difference between the original service entrance size and

10703-1/1504032v4
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GARKANE ENERGY COOPERATIVE, INC.

STATE OF ARIZONA
LINE EXTENSION POLICY - COst.

the upgraded service entrance size. Service entrances which are upgraded for safety reasons or
system improvements without increase in service capacity may have the hook-up fee waived
In new subdivisions hook up fees shall be assessed to the lot owner at the time the customer
requests service to the lot.

Hook-Up Fees Schedule

RESIDENTIAL OR NON-DEMAND SERVICES
(Single Phase 120/240 volt Service)

OVERHEAD OR UNDERGROUND SYSTEM CONNECTION
0-100 amps $1,000.00
101-200 amps $2,000_00
Each additional 100 amps, or portion thereof $1,000.00

CQMMERCIAL,
SERVICES

IRRIGATIONAL, GENERAL SERVICE, OR ALL OTHER

Installed Meter Capacity
or Minimum Impact Foe

$40/kW
SI ,000. 00

Upgrading of existing service will require the applicable hook-up fees to be paid.

-Page 6-
10703 1/1504032\4

I 11111



ATTACHMENT 3



GARKANE ENERGY COOPERATIVE, INC.
LOA. UTAH. 84747

STATE OF ARIZONA
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GARKANE ENERGY COOPERATIVE.. INC

ELECTRIC SERVICE
SCHEDULE no. RESOl
STATE OF ARIZONA

RESIDENTIAL SERVICE

AVAILABILITY: At any point on the Cooperative's interconnected system within the state of Arizona
outside of the incorporated boundaries of Colorado City, where there are facilities of adequate capacity subject to
the Cooperative's established rules and regulations. The capacity of individual motors served under this Schedule
will not exceed 10 H.P. This rate not for resale

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts single phase through one kilowatt-hour meter at a single point of delivery for all service required on the
premises for residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILLI Base Rate $ 22.00 per month
Energy Charge: $ 0.07180 per kph

MINIMUM MONTHLY CHARGE: The minimum monthly charge under the above rate shall be the
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh's of electricity

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a 12-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Association. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Association's cost
of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition of any
purchased power adjustment, reflecting changes in this cost either upward or downward, which may be established
for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:



GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. IRR04
STATE OF ARIZONA

IRRIGATION SERVICE

AVAILABILITY: At any point on the Cooperative's interconnected system within the state of Arizona
where there are facilities of adequate capacity.

APPLICATION: This Schedule is for alternating current, single or three-phase electric service supplied at
the Cooperative's standard secondary voltages through a single point of delivery for service to motors on pumps,
pivot sprinkler systems, and machinery used for irrigation and soil drainage subject to the Cooperative's established
rules and regulations. If energy usage for other purposes exceeds 10% of the total energy provided, the point of
delivery shall be classified as non-irrigation and electric service shall be provided under the appropriate general
service schedule. This rate is not for resale.

TYPE OF SERVICE: Single and three-phase, 60 cycles, at available secondary voltages.

MONTHLY BILL: For any month connected:
Base Rate

Base Charge, Single Phase
Base Charge, Three Phase

Demand Charge, per kph per month
Energy Charge, per kph per month

$ 75.00 per year
$ 125.00 per year
$ 7.30 per kph
$ 0.0570 per kph

MINIMUM: The minimum monthly charge under the above rate shall be the monthly Base Rate, or as
provided by contract. Payment of the minimum monthly charge does not entitle the consumer the use of any kWh's
of electricity.

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR: The consumer agrees to maintain unity power factor as nearly as practicable. The
horsepower for billing purposes may be adjusted to correct average power factors lower than 95 percent, if and
when the seller deems necessary. Such adjustment will be made by increasing the horsepower l percent for each l
percent by which the average power factor is less than 95 percent lagging. Leading power factor shall not be
permitted.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on tile with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

APPROVED:
EFFECTIVE :
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GARKANE ENERGY COUPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE no. GS105
STATE OF ARIZONA

GENERAL SERVICE NO. 1
(Page 1)

AVAILABILITY: Available for commercial, industrial, public buildings, and three-phase farm service for
all uses, including lighting, heating and power, subject to the established rules and regulations of the Cooperative.
This rate not for resale.

Service under this schedule is limited to consumers whose load requirements do not exceed 50 KVA of
transformer capacity.

TYPE OF SERVICE; Single-phase and three-phase, 60 cycles, at Cooperative's standard secondary
voltage. Motors having a rated capacity of ten horsepower or more should be three-phase unless specifically
approved by the Cooperative. All motors ten (l0) horsepower and above shall have the starting current limited to
no more than three and one half (3.5) times the full load current for no more than 15 seconds. All Variable
Frequency Drives (VFD) shall be equipped with fully functional IEEE 5 la compliant harmonic filters that limit the
Total Harmonic Distortion to less than ten (10) percent current distortion and less than five (5) percent voltage
distortion.

MONTHLY BILLI
Base Rate
Demand Charge, per billing kW
Energy Charge, per kph per month
Adjustment Charge

$25.00
$ 7.50
s 0.05720

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factor is not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (l) percent for each one (1) percent by which the average power factor is less
than 90 percent lagging.

MINIMUM: The Minimum Monthly Charge shall be the Base Rate, or as provided by contract. Payment
of the minimum monthly charge does not entitle the consumer the use of any kph of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months. Non-use of
service for more than 12 months shall make the electrical lines and service subject to removal under the Idle
Service Regulation.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

3
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. GS105
STATE OF ARIZONA

GENERAL SERVICE NO. 1

(Page 2)

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date et the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED:
EFFECTIVE:

4
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. SL007
STATE OF ARIZONA

STREET AND YARD SECURITY LIGHTING
(Page 1)

AVAILABILITY: To all consumers served by the Cooperative within the state of Arizona. This rate not for
resale.

APPLICATION: This schedule is for alternating current electric service supplied at approximately 120/240
volts, single phase at a single point of delivery, from existing secondary, subject to the rules and regulations
established by the Cooperative.

MONTHLY BILL RATE for HPS or Equivalent LED Lamps:
100 Watts or less - 40 kWh/Mo: $ 8. 15 per unit
250 Watts - 100 kWh/Mo: S 12.90 per unit
400 Watts - 160 kWh/Mo: $ 17.50 per unit
1000 Watts- 400 kWh/Mo: SO 47.50 per unit
1800 Watts- 720 kWh/Mo: $ 85.00 per unit

CONDITIONS FOR SERVICE:

Service under this schedule is unmetered.

The Cooperative will maintain the light in operating condition. Consumer will assume
responsibility and pay for damage caused by his own negligence or that of third parties.

The consumer must notify the Cooperative that repairs or maintenance are necessary.

The Cooperative will perform necessary repairs or maintenance at its earliest convenience
and during normal working hours.

The consumer will guarantee payment for a minimum of twelve (12) months, if not,
consumer will reimburse Cooperative for all removal costs.

Equivalent LED light size and type to be determined by Cooperative.

An additional charge may apply for customers in areas with a Dark Sky ordinance.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition on
any power adjustment reflecting changes in this cost either upward or downward, which may be established for
billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

5.

1.

6.

7.

2.

3.

4.

5



ll I

GARKANE ENERGY COOPERATWE, INC.

ELECTRIC SERVICE
SCHEDULE NO. sL007
STATE OF ARIZONA

STREET A_ND YARD SECURITY LIGHTING
(Page 2)

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. GS208
STATE OF ARIZONA

GENERAL SERVICE no. 2

AVAILABILITY: Available to consumers with large power loads located in Arizona on or near Seller's
single-phase or three-phase lines for all types of usage, subject to the established rules and regulations of the
Cooperative. A large power load is defined as any load requiring more than 50 kA of transformer capacity. This
rate not for resale.

TYPE OF SERVICE: Single-phase and three-phase, 60 cycles, at Cooperative's standard voltages.

MONTHLY BILL: Base Rate:
Energy Charge:
Demand Charge:

S 30.00 per month
s 0.05810 per kph
$ 8.55 per kW

DETERMINATION OF BILLING DEMAND: The Billing Demand shall be the maximum kilowatt
demand established by the consumer for any period of fifteen ( I5) consecutive minutes during the month for which
the bill is rendered as indicated or recorded by a demand meter and adjusted for power factor as provided below.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factors are not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (l) percent for each one (1) percent by which the average power factor is less
than 90 percent lagging.

by contract. Payment of the minimum monthly charge does not entitle the consumer
electricity.

MINIMUM MONTHLY CHARGE: The Minimum Monthly Charge shall be the Base Rate, or as provided
the use of any kph of

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terns
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED:
EFFECTIVE:

7

Ill



I I

GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. ACCOl
STATE OF ARIZONA

RESIDENTIAL SERVICE _ CCLORADO CITY

AVAILABILITY: At any point on the Cooperative's interconnected system within Colorado City where
there are facilities of adequate capacity subject to the Cooperative's established rules and regulations. The capacity
of individual motors served under this Schedule will not exceed 10 H.P. This rate not for resale.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 or
240 volts through one kilowatt-hour meter at a single point of delivery for all service required on the premises for
residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILL: Base Rate:
Energy Charge:
Adjustment Charge:

$ 22.00 per month
$ 0.09980 per kph

MINIMUM
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh's of electricity.

MONTHLY CHARGE: The minimum monthly charge under the above rate shall be the

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a l2-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on tile with, and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to thine.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:

8
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. RES02
STATE OF ARIZONA

RE§IDENT1AL PREPAID SERVICE
(Page 1)

AVAILABILITY: Available, on a voluntary basis, to customers at any point on the Cooperative's Arizona
interconnected system, outside of the incorporated boundaries of Colorado City, where there are facilities of
adequate capacity subj act to the Cooperative's established rules and regulations. The capacity of individual motors
served under this Schedule will not exceed 10 H.P. This rate not for resale.

Participation allowed under this Tariff shall be determined by the Cooperative. Customers specified under
Arizona Administrative Code R14-2-2ll.A.5 shall not be eligible for Schedule RPS. These ineligible Customers
include, but are not limited to, those where termination of service would be especially dangerous to the health of the
customer, as determined by a licensed medical physician, those customers where life supporting equipment used in
the home is dependent on utility service, and those customers where weather would be especially dangerous to
health.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts at a maximum of 200 amps through one kilowatt-hour meter at a single point of delivery for all service
required on the premises for residential purposes. Applicable, by request of the customer only, to a customer
otherwise served under the Cooperative's Residential Service, Rate Schedule RESOI for all Single Family
Dwellings when all service is supplied at one Point of Delivery through a single Service Line and Energy is
metered through one Meter.

MONTHLY BILL: Base Rate: S 22.00 per month
Energy Charge: $ 0.07180 per kph

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement. The following Billing
provisions of the Electric Service Regulations of the Association shall NOT apply to this rate schedule: Section 47:
Billing Periods, Section 48: Minimums, Section 50: Billing Seasonal Customers, Section 51: Payment of Bills and
Section 53: Charge for Restoring Service.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

EXPERIMENTAL SERVICE CONDITIONS APPLICABLE TO PREPAID METERING SERVICE
ONLY

Availability:
The Prepaid Electric Service is available only to new or existing residential customers with the following
exceptions:
l . Residential critical load customers are excluded from the prepaid electric service program.
2. Customers identified under AAC R14-2-21 lA.5 and those customers under appropriate circumstances

but beyond the scope of AAC Rl4-21 l.A.5 are not eligible for this rate.
Invoice groups which include loans or special billing.
Customer must have a valid email account and phone capable of receiving the messages and low
balance alerts.

3.
4.
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE no. RES02
STATE OF ARIZONA

RESIDENTIAL PREPAID SERVICE
(Page 2)

Enrollment:

The Customer must make a request and complete a Prepaid Electric Service Application.
l . In addition to the information provided in Rule 10] , the prepaid applicant is encouraged to provide the

following:

a. Secondary email address,
b. Ceil phone number with text capability and/or second phone number, and
c. Other approved method of communication other than US Postal Mail.

The Cooperative will allow enrollment into prepaid service if the customer meets the eligibility
requirements including:

The Customer must pay all applicable fees prior to commencement of service.
$50.00 credit balance has been established to activate the account.

a.
b.

or

Billing, Payments and Infonnation:
Paper statements will not be provided under the prepaid program. Billing information, as well as payment
and account information can be obtained at:
l . Garkane business offices during nonna business hours.
2. Integrated Voice Recognition (IVY) at

Online at www.garkaneenergy.com 24 hours a day.qJ.

Estimating Prepaid Balances and Customer Notices:

l . Garkane can provide an estimate based upon the most current use of the customer, of the suggestion
amount to be initially deposited with Garkane and the estimated days that such prepayment should
provide paid electric service for the customer.
As energy is consumed, the credit balance is reduced until either the balance is exhausted or additional
payments are added to the balance. Balances can be checked online at www.garkaneenergy.corn any
time. Upon request, Customers can be notified of their estimated balance by email, and/or other
electronic means if customer provides the necessary contact information.

The notice will be generated daily when the Customer's credit balance is less than their current
daily average usage times four (4)..The daily average usage will be calculated using up to the
previous thirty (30) days of consumption history.

b. These estimates are based on the historic information available but can be affected by changes in
the customer's usage or needs. The customer is responsible for ensuring that a credit balance is
maintained on the account.

Transfers and Optional Debt Recovery for Outstanding Balances :

l . Accounts that are on existing post-paid electric service may be converted to prepaid electric service.
2. When an existing customer converts from post-paid residential service, the existing deposit, if any, is

applied toward any outstanding balance of the post-paid account with the remaining credit applied to
prepaid service.

All post-paid fees and unbilled energy charges must be paid in full except for the provisions below:

There is a debt recovery feature available within limits to recover amounts due from a prior post-
paid account, when applying for prepaid service. A percentage (20% to 50%) of each prepaid
electric service payment can be applied to an outstanding debt up to $400.00.

10
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. RES02

STATE OF ARIZONA

RESIDENTIAL PREHAID sE8v1cE
(Page 3)

b. Outstanding amounts over $400.00 must be paid down to the $400.00 level prior to being eligible
for the prepaid electric service program.

c. The Customer agrees to make prepaid payments of sufficient amounts to pay down the outstanding
amounts in no more than four (4) months.

d. If the Customer fails to pay the outstanding balance within the four (4) months allowed, Garkane
has the right to disconnect the prepaid service until the outstanding balance is paid in full.

Garkane will transfer the existing membership fee on the post~paid to the new account where the
customer will not be required to make an additional payment.
The customer may elect to convert from prepaid electric service back to post-paid service. At which
time, the Cooperative may require full payment of the deposit to continue service. Customers who
cancel their prepaid accounts may not re-apply for a new Prepaid account at the same location for a six
(6) month period.

Terminating and Restoring Prepaid Electric Service:
Prepaid meters are equipped to allow remote disconnection / reconnection of service.

*a
J .

Service terminated at the request of the customer will receive a refund of any remaining credit on the
account after all final bill amounts have been calculated.
Electric service may be subject to immediate disconnection any time the account does not have a
credit balance.
Following a disconnect because the account does not have a credit balance, the customer must pay any
unpaid balance from the result of energy consumption from the time the account has reached a zero
($0.00) balance and when the Cooperative issued the disconnection command, plus purchase a
minimum of $20.00 prepaid electric service, if applicable, before service is reconnected.
If an account is disconnected because the account does not have a credit balance and does not become
current after ten (10) days, the account will be considered closed and the Cooperative will mail a final
bill to the last known address of the customer on file for all unpaid charges.
Service will not be disconnected where weather will be especially dangerous to health as defined in
the Cooperative's Rules or as determined by the Commission.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED :
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE SC

STATE OF ARIZONA

SERVICE CHARGES
(Page 1)

This schedule sets the amounts for impact fees, various services, and other miscellaneous charges
authorized in the Rules and Regulations of either the Arizona Corporation Commission or Garkane Energy
Cooperative, Inc.

The impact fee shall be based upon the service entrance main breaker and/or fuse sets amperage and
nominal service voltage. Where there are more than one service entrance main breakers and/or fuse sets the impact
fee shall be based upon the sum of such devices.

Service entrances which are upgraded and result in increased capacity shall be assessed an impact fee equal
to the difference between the original service entrance size and the upgraded service entrance size. Service
entrances which are upgraded for safety reasons or system improvements without increase in service capacity may
have the impact fee waved

In new subdivisions impact fees shall be assessed to the Subdivision Developer. The Subdivision
Developer shall pay the required impact fees for a minimum 100 amp service per lot. Once the lot has been sold
and the lot owner request service to the lot, the lot owner will be required to pay any additional impact fee based on
his/her service requirements over the minimum 100 amp service paid by the Subdivision Developer.

This schedule sets the amounts for various service and other miscellaneous charges authorized in the Rules and
Regulations of either the Arizona Corporation Commission or Garkane Energy Cooperative, Inc.

IMP_ACT FEE_S

RESIDENTIAL OR NON-DEMAND SERVICES
(Single Phase 120/240 volt Service)

OVERHEAD OR UNDERGROUND SYSTEM CONNECTION
0-60 amps 38 150.00
6] -200 amps 35 500.00
Each additional 100 amps, or portion thereof $1,000.00

COMMERCIAL, IRRIGATIONAL, GENERAL SERVICE, OR ALL OTHER
SERVICES

Installed Meter Capacity
or Minimum Impact Fee

$ 40/kW
33 576.00

Upgrading of existing service will require payment of the applicable impact fees based on the difference in
cost between the calculation of the exiting installation size and capacity versus the cost of the new installation in
size and capacity.

12
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE SC

STATE OF ARIZONA

SERVICE CHARGES
(Page 2)

CH_ARqES _Fo1;__ELE_g:T1;1c QRVICE _co1§1;~1EcII0ns__ (E3s3Lllsw!8 012 AN_Y A_PPL1gABL3.
C.HAR_gES.F0B_LIN_EEXT_ENS1QNS)

A.
B.
C.

NEW SERVICE
ADDITIONAL SERVICE
SERVICE CONNECTION CALLBACKS

SB 50.00

$ 30.00

$ 75.00

Note: The charges for service connections are for standard connections. A customer who requests that
service be provided in a non-standard manner will be required to pay, in addition to the service connection charge,
any additional costs for such service connection in excess of the service connection charge. Additional service
charges relate to requests for each additional service connection or location change to a new service address.
Callback service charges relate to a return trip to connect electric service, when a customer provided an inaccurate
service address, postpones, or cancels a service order already completed.

SERVICE CALLS DURING REGULAR WORKING HOURS 35 50.00

SERVICE CALLS AFTER REGULAR WORKING HOURS ACTUAL COST OR
A MINIMUM OF $50.00

Note: Charges for service calls relate generally to reconnects of previously disconnected service or
interruptions of service caused by the consumer's negligence. After hours charges also apply for regular service
connections requested by the consumer during this period .

METER TEST per Rule R14-2-209F
METER REREADS per Rule R14-2-209C
RETURNED CHECKS
LATE PAYMENT CHARGE
FIELD COLLECTION CALL
DEFERRED PAYMENT PLAN FINANCE CHARGE
TEMPORARY TEST PROVISION

$ 20.00
S 15.00
$ 25.00

1.5% (per month)
$ ;z5.00

1.5% (per month)
SB 50.00

Note: Customers may request a temporary connection of service for the purpose of testing a pump or other
equipment. A one-time fee is required for this service along with the applicable charge for the energy used. This
service is available for a maximum connection time of seven (7) days.

APPLICABLE TAXES AND CHARGES: In the event any taxing body shall impose or increase any
franchise, occupation, sales, license, excise or other tax or charge of any kind or nature, including taxes or charges
based upon the charges listed above the receipts or income therefrom, the pro-rata amount thereof will be added to
and, as part of the effective rate, separately itemized and billed to all Customers in the area or locality in which such
tax or charge applies.

APPROVED:
EFFECTIVE:
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GARKANE ENERGY COOPERATWE, INC.

ELECTRIC SERVICE
SCHEDULE NO. 33

STATE OF ARIZONA

NET METERINQ SERVICE
(Page 1)

AVAILABILITY: Net Metering service is available to Residential consumers with a qualifying generator
as defined below. The capacity of individual motors served under this Schedule will not exceed 10 H.P. This rate
not for resale use.

APPLICATION: This Schedule is for alternating culTent electric service supplied at approximately 120 /
240 volts, single-phase, not to exceed 200 amps through one kilowatt hour meter at a single point of delivery for all
service required on the premises for residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purpose, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

When service is supplied through one meter to more than one dwelling or apartment unit for more than 30
days, the charge for such service shall be computed by multiplying the customer charge by the number of dwelling
or apartment units served.

Meters that are not accessible for the regular monthly reading will be billed under the Estimated Billing
Regulation.

GENERATOR REQUIREMENTS:

Interconnected Generators must meet ALL of the following conditions:

5.

6.

7.

8.

Generator must be installed at a service receiving electric service on or adjacent to the customer's Primary

Service, subject to the Cooperative's service requirements (Primary Service).

Generator must be incidental to the Primary Service, installed on the customer's premises, and used to

supply some or all of the customer's loads.

Generator uses renewable resources. Renewable resources means natural resources that can be replenished

by natural processes, including Biomass, Biogas, Geothermal, Hydroelectric, Solar, and Wind.

Generator capacity shall not be more than 25 kilowatts for a residential facility, unless the governing

authority approves a greater generation capacity.

Generator must have the same output voltage and phasing as the Primary Service.

Generator must be controlled by an Integrated Control Package, which has been designed, tested, and

certified to ULl74l and IEEE1547 standards.

Generator must have positive "anti-islanding" capability per Ul 174 l .
Generator must have output voltage with less than 2% Total Harmonic Distortion (THD), current output
with less than 4% THD, and be operated with a 1.0 to .95% lagging Power Factor. Leading power factor
operation will not be permitted.

4.

3.

2.

1.

14
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GARKANE ENERGY COOPERATWE, INC.

ELECTRIC SERVICE
SCHEDULE NO. 33

STATE OF ARIZONA

NET METERING SERVICE
(Page 2)

10.

11.

12.

Generator over 10 kW must be provided with a "Visible Disconnect Switch" per NESC requirements which
can be padlocked in the OPEN position and is accessible to Garkane personnel at all times. Disconnect
must be permanently and visibly marked as "GENERATOR DISCONNECT." Location of Disconnect
MUST be APPROVED prior to installation by Garkane.
The electrical function, operation, or capacity of a customer generation system, at the point of connection to
the electrical corporation's distribution system, shall not compromise the quality of service to the electrical
corporation's other customers.
Service under this schedule will require the installation of In/Out Directional Metering prior to the initiation
of service. Customer shall pay for the cost of the Directional Meter.
"Net electricity" means the difference between the amount of electricity that an electrical corporation
supplies to a customer participating in a net metering program and the amount of customer generated
electricity.

METERED ENERGY: "Net metering" means measuring for the applicable billing period the difference
between the amount of electricity that an electrical corporation supplies to a customer participating in a net
metering program and the amount of customer-generated electricity.

MONTHLY BILL:
Base Rate - per month or portion thereof -
Energy Charge - All kph taken from the System
Energy Credit - All kph delivered to the System

$35.00
S 0.0718
S 0.026

TEMPORARY DISCONTINUANCE OF SERVICE: If a consumer requests reconnection of service at the
same location, he shall be required to pay the Base Rate for each of the intervening months. Non-use of service for
12 months shall make the premises subject to removal under the Idle Service Regulation.

ELECTRIC SERVICE REGULATIONS: Service under this schedule will be in accordance with the above
conditions and the Electric Service Agreement between the customer and the Cooperative. The Electric Service
Regulations of the Cooperative on file with, and approved by the Arizona Corporation Commission, including
future applicable amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The above rates are subject to the imposition of any purchased power adjustment either
upward or downward, which may be established and approved for billing from time to time under established
procedures.

TERMS OF PAYMENT: Above rates are NET and are DUE and PAYABLE within fifteen (15) days from
the date of the bill. Credits due under this account will be credited to the Energy Charges due for the Primary
Service Account unless otherwise agreed to under Meter Aggregation Terms (Rule 746-312-15). Unused credits
expire at the end of each calendar year.

APPROVED :
EFFECTIVE :

15
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-1

STATE OF ARIZONA

CPG;NE13AT;QN QUALIFYING FACILITI_ES 018_100_;gw_A§D L_Ess

AVAILABILITY: In the Cooperative's Certificated Area where its facilities are of adequate capacity and
the required phase and suitable voltage are in existence and are adjacent to the premises served .

APPLICATION: The Co-Generation Qualifying Facilities Rate (QF-1) is applicable to owners of co-
generation qualifying facilities and small power production facilities of 100 kW and less who are retail customers
and who enter into a written contract with the Cooperative with respect to such service. Service shall be supplied at
one point of delivery where part or all of the electrical requirements of the customer can be supplied from a source
or sources, owned by the customer, and where such sources are connected for parallel operation of the customer's
system with the system of the Cooperative. Customer sources may include but are not limited to windmills, water
wheels, solar conversion, and geothermal devices, each of which is capable of generating 100 kW or less.

TYPE OF SERVICE: The type of service furnished the customer pursuant to this rate tariff shall be
determined in the reasonable discretion of the Cooperative.

MONTHLY RATE: All purchases from the Cooperative and sales to the Cooperative shall be treated
separately. For capacity and energy supplied by the Cooperative to the customer, the applicable rate shall apply. In
addition, the customer will be required to pay an additional customer charge as follows:

Residential
Residential Colorado City
General Service l
General Service 2
Irrigation

$13.00 Monthly
$13.00 Monthly
$25.00 Monthly
$35.00 Monthly
$50.00 Annually

For energy supplied by the customer to the Cooperative, the rates shall be as follows:

For non-firm power, the purchase rate will be $0.0260 per kph generated and delivered onto the
Cooperative's system. For firm service, the purchase rate will be the non~firm purchase rate plus ten percent (l0%).

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on file with the Arizona
Corporation Commission, shall apply to this schedule. Cooperative policy regarding Meter reading intervals terms
of payments, extended billing periods, and collection policy, as filed and approved by the Arizona Corporation
Commission, are
stated and published in the Cooperative's Service Conditions.

CONTRACT PERIOD: As provided in the Cooperative's agreement for service with the customer.

APPROVED:
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-2

STATE OF ARIZONA

opT_;onA_L E;.Ec'§1;1c s;8Ry_;cE F01;QU4_LIF;;:D cQGE1xER4lI01~1
Anl;_sML4 £0w.4B p3oD_UcT_Ipn§Acl_L1TIE_s ovgk 190W

(Page 1)

AVAILABILITY: In all territory served by the Cooperative where facilities of adequate capacity and
suitable voltages are adjacent to the premises served and when all applicable provisions described herein have been
net.

APPLICATION: The Optional Electric Service for Qualified Cogeneration and Small Power Production
Facilities over 100 kW (QF-2) is applicable to customers of the Cooperative that own and operate qualified
cogeneration and small power production facilities of 100 kW or more that meet qualifying status as defined under
18 CFR, Chapter l, Part 292, Subpart B of the Federal Energy Regulatory Commission's regulations and pursuant
to the Arizona Corporation Commission's Decision No. 53245. The facility's generator(s) and customer's load
must be located at the same premise. The owner of the Qualifying Facility (QF) shall enter into a contract
pertaining to the operation of the QF by the QF owner with the Cooperative.

SUPPLEMENTARY POWER:

Definition of Supplementary Power
Supplementary power is the kW capacity and related kph energy purchased by the QF in excess of
the production capability of the QF's generating equipment.

Rates
The rates charged for supplementary power shall be the appropriate retail Tariff of the Cooperative
which is applicable to the QF's class of service or any new retail rate agreed to by the parties and
approved by the Arizona Corporation Commission.

Determination of Supplementary Energy
Supplementary energy shall be equal to the metered kph being supplied to the the QF, less any
kph billed as standby or maintenance energy.

ii.

Determination of Supplemental Demand
Supplemental demand shall be the greater of:
i. The metered demand, measured in accordance with the Cooperative's appropriate standard

offer retail rate schedule, less any standby and maintenance demand, or
The minimum supplemental billing demand specified in the QF's contract.

STANDBY AND MAINTENANCE POWER:

Definition of Standby - Maintenance Power
Standby and maintenance power is the kW capacity and related kph supplied by the Cooperative
attributable to forced or scheduled outages by the QF, respectively.

17
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-2

STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW

(Page 2)

Rates
Reservation / Capacity Charge
The reservation / capacity charge for standby and maintenance power shall be the sum of the
distribution billing demand charge in the applicable retail rate schedule, plus the applicable demand
charges in the wholesale supplier's tariff each month, multiplied by the contract Standby Capacity,
as determined in Section E. of this section.

Energy Charge
The rate applicable to standby and maintenance energy shall be the sum of the distribution energy
charge in the applicable retail rate schedule plus the current energy rate from the wholesale supplier
multiplied by the sum of the Standby Energy and Maintenance Energy as determined in Sections C
and D of this section.

Determination of Standby Energy
Standby energy is defined as electric energy supplied by the Cooperative to replace power
ordinarily generated by the customer's generation facility during unscheduled full and partial
outages of said facility. Standby energy is equal to the difference between the maximum energy
output of the customer's generator(s) and the energy measured on the customer's generator
meter(s) for the billing period, except those periods where energy supplied by the Cooperative is
zero.

Determination of Maintenance Energy
Maintenance energy is defined as energy supplied to the customer to a maximum of the Contract
Standby Capacity times the hours in the Scheduled Maintenance period. Maintenance periods shall
not exceed 30 days and must be scheduled during off peak months. Customer shall supply the
Cooperative with a maintenance Schedule for a 12-month period at least 60 days prior to the
beginning of that period, which is subject to the Cooperative's approval. Energy used in excess of a
30-day period of unauthorized maintenance energy shall be billed on the Supplemental Power Rate
as specified in this Schedule.

Contract Standby Capacity kW
Contract Standby Capacity kilowatt (kW) amount is the amount of cogeneration or self-generation
capacity for which the customer contracts with the Cooperative for Standby Service. If the contract
Standby Capacity is exceeded and not covered by the Supplementary Power provisions of this
tariff, then the contract standby capacity is automatically increased to the new level. The Contract
Standby Capacity kW cannot exceed the maximum net output rating(s) of the connected
generator(s).

18
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-2

STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW

(Page 3)

BASIC SERVICE CHARGE: The monthly basic service charge shall be the service charge contained in the
Cooperative's current applicable retail rate schedule, plus an additional $35 per month.

INTERCONNECTION CHARGE: The QF shall pay all costs associated with any and all additions,
modifications or alterations to the cooperative's electric system necessitated or incurred in the establishment and
operation of the interconnection with the QF, including but not limited to any and all modification required for the
metering of power and energy or for the efficient, safe and reliable operation of the QF's facilities.

FACILITY CPLIXRGE ON DEDICATED FACILITIES: The QF shall be required to pay to the Cooperative
a monthly facilities charge to recover all related costs of any dedicated facilities constructed to serve the QF on a
Finn power and energy basis.

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on tile with the ACC, shall apply to
this schedule. Cooperative policy regarding Meter reading intervals terms of payments, extended billing periods
and collection policy, as filed and approved by the ACC, are stated and published in the Cooperative's Service
Conditions.

CONTRACT PERIOD: As provided in the Cooperative's agreement for service with the custom er.

APPROVED:
EFFECTIVE:
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Q-

BACKGROUND AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is David W. Hedrick and my business address is 5555 North Grand

Boulevard, Oklahoma City, Oklahoma 73 l l2-5507.

Q- BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR PUSITION?

I am employed by Guernsey, Engineers, Architects and Consultants. I am Senior

Vice-President and Manager of the Analytical Services group.

Q- PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

WCRK EXPERIENCE.

A, I have earned a Bachelor of Science degree from the University of Central

Oklahoma in mathematics and a M.B.A degree from Oklahoma City University. I

have been employed with Guernsey since 1981. My primary area of responsibility

is rate analysis and cost of service work for electric distribution cooperatives and

electric generation/transmission cooperatives. Exhibit DWH -l is my resume with

a listing of the prob ects and clients with which I have been involved.

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE REGULATORY

COMMISSIONS?
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A. Yes. I have testified before the Arizona Corporation Commission, the Arkansas

Public Service Commission, the Colorado Corporation Commission, the Oklahoma

Corporation Commission, the Public Utility Commission of Texas and the

Wyoming Public Service Commission.

A.

A.
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Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER?

I am testifying on behalf et Garkane Energy Cooperative, Inc. ("GEC" or the

"Cooperative").

Q- ARE YOU AUTHORIZED TO TESTIFY ON BEHALF OF GEC?

Yes, I am.

Q- WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

A. My testimony will provide the following:

a. A discussion of GEC's objectives in this filing and an overview of the rate

c.

d.

e.

f.

1
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g.

h.

filing package,

b. A discussion of the development of the revenue requirement for GEC,

A description of the development of the cost of service study,

A discussion of the rate design and the impact on members,

A discussion of the proposed billing adjustments,

A description of the proposed tariff changes,

A discussion of the proposed changes to the service conditions,

A discussion of the proposed net metering tariff, and

i. A discussion of the proposed line extension policy.

4
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Q.

GEC OBJECTIVES AND OVERVIEW OF RATE FILING

PLEASE GENERALLY DESCRIBE GEC, ITS SERVICE TERRITORY

AND ITS CUSTOMER BASE.

1
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GEC is a member owned non-profit electric cooperative. It is governed by an 1 1

member Board of Directors elected by its member-customers. Its 16,000 square

miles of service territory encompasses parts of six (6) counties in South-Central

Utah, as well as part of Mohave and Coconino Counties, Arizona. 90% of its

service territory consists of federal and state lands, including four (4) National

Parks, two (2) National Monuments and a National Recreational Area. Despite its

extensive service territory, GEC serves only 11,405 members in Utah and 1,439

members in Arizona. Approximately 82% of GEC's total revenue is generated

from Utah members. GEC's elected Board of Directors has authority to approve

rates for its Utah member/customers, following notice and hearing. Rates are

established to allow the Cooperative to provide safe and reliable electric service to

its members at the lowest reasonable rate consistent with good utility practices and

maintaining the financial integrity of the Cooperative. Positive margins are

allocated among all active member accounts as capital credits. Capital credits are

retired pursuant to a regular cycle established by the Board, subj et to the financial

condition of the Cooperative. GEC is operated as a single system. The division

between Arizona and Utah is driven solely by the happenstance of jurisdictional

boundaries of two adjoining States, not by operational realities.

5
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Q~ WHEN DID GEC LAST RECEIVE A GENERAL ADJUSTMENT IN ITS

RATES FOR ITS ARIZONA CUSTOMERS?

GEC last secured a general adjustment in rates effective with usage on and after

September 1, 1998 by Decision No. 61105 based upon an adjusted test year ending

December 31, 1996. I note that the Special Large General Service rate schedule

remained unchanged from that approved by Decision No. 57106 dated September

21, 1990. Additionally, the Commission approved revisions to GEC's line

extension policy, including connection and impact fees by Decision No. 69915,

dated September 27, 2007 and the rate schedules for Colorado City by Decision

No. 70979, dated May 5, 2009 in connection with GEC's acquisition of the service

territory, system and customers then being served by a municipal utility known as

the Twin Cities Power Authority.

Q. DURING THE INTERVENING 17 YEARS SINCE A GENERAL RATE

INCREASE IN ARIZONA, HOW MANY GENERAL RATE INCREASES

HAVE BEEN APPROVED FOR GEC'S UTAH CUSTOMERS?

The GEC Board of Directors has authority to implement rate changes for its Utah

customers and has done so four (4) times since September 1, 1998, including rates

that went into effect on May 1, 2015.

Q- WHAT ARE GEC'S OBJECTIVES IN THIS FILING?

1
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A. GEC's objectives in this filing are:

a. Increase the total system revenue requirement by $799,289, as reflected on

Exhibit DWH-6 to this testimony and on Schedule A-1 .0, p. 1 to Attachment

6 of the GEC Application. This is an amount sufficient to recover the

6
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$792,887 annual increase in wholesale power cost and a small increase in

the connection charges in Arizona. Under the GEC Board's proposal, the

amount of revenue collected from Arizona customers will actually be

reduced by $152,128 or 3.33% compared to the adjusted test year revenue,

as reflected on Schedule A-1.0, p. 2 to Attachment 6 of the GEC

Application,

b. Update its line extension policy and increase the connect charge for the

Arizona portion of the system, to follow the line extension policy and

connect charges in place in Utah,

c. Make revisions to the Arizona rate schedules to move toward uniform

system-wide rates and be more reflective of GEC's cost of serving each

customer class,

d. Make revisions to the rates charged in the twin cities of Colorado City,

Arizona and Hildale, Utah to eliminate the separate surcharge approved by

acquisition of this system

and service territory and move the rates closer to the rates GEC charges

outside of the twin cities,

e. Re-base the Wholesale Power Cost Adjustment to reflect the current cost of

purchased power;

f. Include a Prepaid Service tariff and Net Metering tariff for Arizona

consistent with those in effect for Utah, and

g. Update and revise the tariffs and service conditions to correspond to the

terms and conditions in place in Utah.

Decision No. 70979 in connection with GEC's

7



Q- HAS THE BQARD OF DIRECTORS OF GEC APPROVED THIS RATE

FILING BASED ON THESE OBJECTIVES?

Yes. The GEC Board of Directors approved the filing at its meeting in March,

2015.

DOES THIS RATE FILING MEET THE REQUIREMENTS AS SET

FORTH IN THE COMMISSION'S RULES?

GEC believes this filing is in compliance with the requirements in A.A.C. Rl4-2-

103 for Class B electric utilities and contains the required schedules and data

necessary for the Commission's review and approval of the proposed rates. In

addition to its docketed Application, GEC is providing Commission Staff its work

papers and information in electronic form on a flash drive at the time of filing.

While not required by Commission rule, GEC understands such information, when

provided, facilitates Staff" s review of the Application. GEC appreciates the

opportunity it was afforded to meet and discuss the objectives of this filing with

Staff prior to the filing of this Application. GEC intends to cooperate with Staff

throughout the processing of this Application and hopes an expedited and fair final

determination can be obtained at a reasonable cost to GEC and its members.
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Q- WERE THE SCHEDULES THAT ARE INCLUDED AS ATTACHMENT 6

TO GEC'S RATE APPLICATION PREPARED BY YOU OR UNDER

YOUR SUPERVISION?

Yes. GEC witness Rebecca Payne was responsible for development of the

adjustments set forth in the C Schedules contained in Attachment 6 to GEC's

Application.

A.

A.

Q.

A.
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Q- WHAT IS THE TEST YEAR IN THIS RATE FILING?

The test year is the twelve months ending December 31 , 2013.

Q- WHY WAS THE 2013 TEST YEAR SELECTED INSTEAD OF A MORE

CURRENT TWELVE MONTH PERIOD?
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Purchased power is GEC's single largest expense. In October of 2014, GEC was

notified by its power suppler Deseret of an increase in power cost charges effective

January 1, 2015. Upon notification, GEC contacted Guernsey to begin developing a

rate analysis and cost of service study. The key objective was to ensure a timely

recovery of the increase in wholesale power cost in a manner consistent with

GEC's cost of service. The most recent audited data available to GEC was and

still is the 2013 calendar year. Thus, using the December 2013 test year allowed

GEC to develop the rate analysis and cost of service, revise rates and present the

results for approval by the Board of Directors at the March 30, 2015 meeting. The

approved rates became effective on May 1, 2015. By utilizing the 2013 test year,

GEC has been able to expedite a rate change for the majority of members. Use of a

more recent 12 month period would have delayed the analysis, and thus the

implementation of new rates in Utah, anywhere from two (2) to six (6) months.

The delay would have been even longer to compile the extensive schedules and

supporting data required by A.A.C. R14-2-103. Moreover, the more recent data

would not have been audited by an outside accounting firm.

9
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Q. SHOULD THE USE OF A 2013 TEST YEAR MATERIALLY IMPACT

GEC'SFILING IN ARIZONA?

No. GEC is a small, slow growing cooperative. The most significant change is the

increase in power cost. Other adjustments for known and measurable changes have

been recognized in the development of the rate tiling. The GEC Board of Directors

has already taken action based on the 2013 test year data. GEC believes it would

be most appropriate for Arizona customers to have rates set upon the same test year

so that rates are established system-wide on the same data. Establishing rates on a

system-wide basis on an adjusted 2013 test year results in an overall modest

reduction in the revenue requirement for the Arizona portion of GEC's system.

Q. WHAT ADJUSTMENTS HAVE BEEN PROPOSED TO THE TEST YEAR?

GEC witness Rebecca Payne discusses the development of the adjustments to the

test year in her testimony. The adjustments to revenue, operating expenses and

interest expense are for changes that are known, measurable and of a continuing

nature. The intent was to include those adjustments which would accurately reflect

GEC's operations on a going forward basis that are reasonable and consistent with

the standard rate making process at the Commission.

Q. ARE THERE ANY OUTSTANDING COMPLIANCE ISSUES OF WHICH

GEC IS AWARE?
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Q.

DEVELOPMENT OF REVENUE REQUIREMENT

WHAT REVENUE REQUIREMENT IS GEC PROPOSING?

The proposed total system revenue requirement is $24,402,577 as reflected on

Schedule G-2.0 to Attachment 6 of GEC's Application. The proposed total system

increase necessary to achieve this revenue requirement is $799,289 or 3.39% over

the adjusted test year revenue. The amount of the rate change is equal to the

prob ected change in total system wholesale power cost.

The total revenue requirement for Arizona members is $4,409,765 as reflected on

Schedule G-2.1 to Attachment 6 of GEC's Application. The proposed reduction

necessary to achieve this revenue requirement is ($152,l28) or a 3.33% decrease

compared to the adjusted test year revenue as reflected in Schedule A-1.0, p. 2.

The fair value rate base for Arizona is $9,651,805 as reflected on Schedule G-2.1

to Attachment 6 of GEC's Application.

Q- HOW WAS THE TOTAL

REQUIREMENT DETERMINED?

SYSTEM PROPOSED REVENUE

As a member owned electric cooperative, GEC's revenue requirement is a function

of the margins and cash necessary to meet the financial objectives set forth by the

Board of Directors. These financial objectives are set in terms of the equity level,

the cash general funds level, the capital credit retirement program and the coverage

ratios required by the Cooperative's lenders. The Board of Directors has approved

the proposed rate changes in this tiling with the following objectives:
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• Maintain equity as a percent of assets in the 40% - 50% range with

projected total system plant additions averaging $6,000,000 per year.
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•

•

Maintain the cash position of the cooperative at the test year end

level.

Maintain capital credit retirements in the $500,000 range.

Maintain adequate Times Interest Earned Ratios (TIER) and Debt

Service Coverage Ratios (DSC).

These were the objectives used as the criteria in determining whether the proposed

rate increase of $799,289 was sufficient. The financial analysis indicates the

proposed rate increase amount will allow GEC to meet the Board's objectives as

set forth above.

•

Q- PLEASE DESCRIBE THE FINANCIAL ANALYSIS SUPPORTING THE

OVERALL SYSTEM RATE CHANGE AND REVENUE REQUIREMENT?

•

•
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Attached to my testimony are exhibits comprising the financial analysis.

Exhibit DWH-2 shows the system capitalization and the equity as a percent

of assets for the test year and the previous five (5) years. The equity has

grown from 36.41% in 2008 to 46% at the end of the test year. The

financial obi ective of the board is to maintain an equity of 40% - 50%.

Exhibit DWH~3 shows the historical and projected plant additions. The

projected plant additions for the next five (5) years are similar to the

additions for the last four (4) years.

Exhibit DWH-4 shows the capital credits retired during the last six (6)

years. GEC has consistently retired approximately $500,000 during each of

•

the last four (4) years.

Exhibit DWH-5 shows the calculation of desired general funds. The major

components making up the annual cash requirement are listed as well as the
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total plant balance. The estimated general funds at the end of the test year

were $1 ,889,420 which were equivalent to 35.76 days of cash and l.84% of

plant.

Exhibit DWH-6 shows the development of the cash revenue requirement

based on the data from Exhibits DWH 2 - 5. The right half of the exhibit

recaps the cash general fund requirement. GEC determined that the cash on

hand at the end of the test year was sufficient and there was no need to

increase the level of cash. The left half of the exhibit calculates the cash

requirement starting with the amount needed to maintain a 48.5% equity on

$6,000,000 projected plant addition. Cther components of the cash revenue

requirement include the $500,000 capital credit retirement and the principal

payments of $1,446,949 The total cash revenue requirement needed to

meet the equity objective, the capital credit retirement objective, the

required cash level and pay principal payments is $4,883,731. The cash

produced from existing operations consists of the adjusted test year
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operating margin of $1,171,743 from Schedule A-2.0, depreciation and non-

cash expenses of $2,871,262 and interest income of $41,437 totaling

$4,084,442 The difference between the amount needed and the existing

amount produced is $799,289.

Based on the analysis shown on Exhibit DWH-6, the cash revenue required is

consistent with the proposed rate change amount which is sufficient to recover the

increased cost of purchased power and the increase in connection charges in

Arizona.
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Q. HOW WAS THE REVENUE REQUIREMENT FOR ARIZONA MEMBERS

DETERMINED?

The revenue requirement for the Arizona rate classes is based on the results of the

cost of service study with an objective of moving toward system-wide rates.

Schedule G-1.0, p. 4 of 4, indicates that a reduction could be justified for the

Arizona portion of the system based on the results of the cost of service study.

Q- DOES GEC MAINTAIN SEPARATE ACCOUNTING RECORDS FOR THE

ARIZONA AND UTAH PORTIONS OF THE SYSTEM?
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No. GEC's general ledger does reflect separate individual accounts for some

Arizona plant assets but there is no separation of expenses. The plant accounts

with an Arizona designation do not fully reflect an appropriate level of investment

related to the acquisition of the Colorado City portion of the system. The Colorado

City assets were acquired at a discounted value, therefore, the amount booked is

less than the value of those assets. GEC does not believe it is appropriate to

directly assign plant investment between the Arizona and Utah portions of the

system for purposes of designing rates based on these Arizona designated plant

accounts. Instead, GEC believes that a system-wide approach to the allocation of

plant investment and expenses by rate class as a unified cooperative is the most fair

and equitable approach. GEC's objective is to have system-wide rates for each rate

class. As such, it is important that all customers within each class be assigned

costs in a similar fashion regardless whether they are located in Arizona or Utah.
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Q-

COST OF SERVICE STUDY

WHAT IS THE PURPOSE ()F THE COST OF SERVICE STUDY?

The cost of service study assigns the plant investment, operating expenses and

revenue associated with providing service to each customer class. When the total

system revenue requirement has been identified, the assignment of plant

investment and operating expenses to each class provides the basis for assigning

the revenue requirement to each class. The assignment of the class revenue

requirement is generally done based on the class' contribution to the system's

overall return or margin.

deficiencies and subsidies that exist between rate classes.

The cost of service study identifies the revenue

In addition to determining the cost of providing service and the appropriate

revenue requirement for each class, the cost of service study also provides

important information with regard to the unbundled cost components that comprise

the cost to serve. These unbundled cost components can be used to develop rate

designs, which more accurately reflect the cost causation, giving the consumer a

better price signal with regard to the cost of electric service. The unbundled cost

components also provide the necessary information to appropriately price those

services, which have been deemed competitive in Arizona. Those services are

Metering, Meter Reading and Customer Billing.

Q. HAS THE COST OF SERVICE BEEN DEVELOPED USING A

METHODOLOGY THAT HAS BEEN ACCEPTED BY THE
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COMMISSION?

Yes. The cost of service study uses the same program and methodology that has
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been utilized by TRICO Electric CooperatiVe, Navopache Electric Cooperative,

Sulfur Springs Valley Electric Cooperative and Mohave Electric Cooperative in

their most recent rate filings. The Commission and Commission Staff deemed the

methodology to be reasonable and appropriate in each of these prior cases.

Q- PLEASE DESCRIBE THE GENERAL PROCESS INVOLVED IN THE

ALLOCATION OF PLANT INVESTMENT AND EXPENSES TO THE

VARIOUS CUSTOMER CLASSES.

The plant investment and operating expenses are first separated into functional

categories such as Transmission Plant, Distribution Plant, Distribution Operations

Expenses, Customer Accounting Expenses, etc.

further classified accordingoperating expenses are

component that is appropriate. This allows the identification of the make-up of the

These plant investment and

to the unbundled cost
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costs that are being incurred such as Transmission-Demand, Substation-Demand,

Purchased Power-Capacity, Purchased Power-Energy, Meter Reading etc.

If a plant investment amount or operating expense can be identified as

directly assignable to a particular rate class, then a direct assignment of the

investment or expense is made to that class. For all other plant investment and

expense amounts that are not directly assignable, an allocation factor based on

demand, energy, or number of customers is developed to assign a portion of that

investment and expense to the various rate classes. These allocation factors vary

based on the type of investment or expense being allocated. For example,

Transmission Plant is considered as totally demand related, therefore the allocation

A.
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factor used to assign Transmission Plant is the twelve month sum of the demand

for those classes utilizing the Transmission system. The energy component of

purchased power is allocated using an allocation factor based on each class' kph

purchased from the wholesale supplier. Meter reading expenses are considered a

customer related cost and are allocated based on a customer allocation factor.

Composite allocation factors are also created as subtotals of various plant

accounts and expenses are made within the cost of service study. These composite

allocation factors are used to allocate other related plant and expense items. For

example, Account 583-Overhead Line Expense is allocated by a subtotal of

Account 364/365-Overhead Line Investment, ensuring that the expense is assigned

to the same classes as the investment.

Q- PLEASE EXPLAIN THE GENERAL DEVELOPMENT OF THESE

ALLOCATION FACTORS ?

Schedule G-7.1 provides a summary of the initial allocation factors for the Total

System and Schedule G-7.2 provides a summary of the initial allocation factors for

the Arizona system .

Schedule G-7.0 (25 pages) shows the development of the initial allocation

factors used in the cost of service study. Additional allocation factors are

developed as subtotals in the cost of service study.

Schedule G-7.0, page l, shows the development of the energy allocation.

The appropriate loss factor has been calculated using the kph sales information by
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class and the purchased kph data. The overall line loss for the system is

17

A.

al



9.446048%. The energy allocation factor is used to assign the purchased power

energy costs.

The demand allocation factors are developed on Schedules G-7.0 pages 2

Allocation Factor #2 on Schedule G-7.0, Page 2 of 25, is the demand

allocation used to assign costs for the purchased power capacity expense. This

allocation factor is based on each class' contribution to the monthly coincident

peak demand of Deseret which is used to determine the wholesale capacity billing.

The allocation factor is developed on Schedule 1-2.0 with supporting Schedules I-

2.1 and 1-2.2. Allocation Factor #6 on Schedule G-7.0, Page 6 of 25, is the demand

allocation factor used to assign purchased power delivery costs. This factor is

based on each class' monthly contribution to the Garkane Member coincident peak.

This factor is developed on Schedule 1-1.0 with supporting Schedules 1-1.1 and I-

10.

1.2. Schedule I is not included in this filing.

Allocation Factors #9 and #10 are demand allocation factors based on the

class contribution to the Garkane Member coincident peak specifically for the

assignment of the investment in and Backbone

Distribution line in Accounts 364 and 365. Schedule 1-4.0 provides detail on the

Distribution Substations
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development of the investment in backbone investment to be allocated.

Allocation Factor #ll reflects the number of single-phase customers in each

class and is used for the allocation of single-phase overhead line investment in

Accounts 364 and 365. Supporting Schedules 1-3.0 and 1-4.0 provide detail on the

consumers by class and the development of the investment in single-phase line to

be allocated.

18

l H



Allocation Factor #12 reflects the number of three-phase customers in each

class and is used for the allocation of three-phase overhead extension investment in

Accounts 364 and 365. Supporting Schedules 1-3.0 and 1-4.0 provide detail on the

consumers by class and the development of the investment in three-phase

extension.

Allocation Factor #13 reflects the number of single-phase customers in each

class and is used for the allocation of single-phase underground line investment in

Account 366. Supporting Schedule 1-5.0 provides detail on the development of the

single phase underground line investment.

Allocation Factors #14 and #15 are used to assign the customer related and

demand related investment associated with Account 368 Transformers. The

supporting Schedule 1-6.0 shows the development of these allocation factors.

Allocation Factor #16 shows the average number of consumers by class and

a weighting factor for each class reflecting the relative cost for each class of

providing the investment in Account 369 .- Services.

Allocation Factor #16 shows the average number of customers by class and

the average cost of providing a meter for each class. This factor is used to assign

the investment in Account 370 -- Meters.

Allocation Factor #18 provides a direct allocation for investment and costs

related to security lighting.

Allocation Factors #19, #20 and #21 utilize the average number of
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customers by rate class and a weighting factor to assign the costs for Meter

Reading, Billing and Records, and Customer Service activities. The weighting
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factors represent the relative cost to perform those activities for each rate class.

Allocation Factor #22 is based on the average number of customers and is

used to assign other revenue.

Allocation Factor #24 provides the assignment of adjusted test year base

revenue to eachrate class.

Allocation Factor #25 provides the assignment of the adjusted test year

Power Cost Adjustment revenue.

Q- PLEASE DESCRIBE THE COST OF SERVICE ALLOCATIGN

SCHEDULES IN SECTION G.

Provided in Section G are the cost of service allocation schedules showing the

allocations to the Total System rate classes and also to the rate classes for the

Arizona portion of the system only. The cost of service allocation provides the

separation between the Utah and Arizona portions of the system.

Schedule G-4.0, pp. l and 2 of ll, shows the allocation of plant investment

to the Total System customer classes. The list column indicates the test year plant

balance. The second column indicates the allocation factor used and the remaining

columns show the allocated amount to each class of customer. Schedule G-4.1, pp.

l and 2 of ll, shows the allocation of plant investment to the Arizona customer

classes.
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Arizona customer classes.

Schedule G-4.0, p. 3 of ll, is the allocation of revenues to the Total System

customer classes. Schedule G-4.1, p. 3 of l 1, is the allocation of revenues to the

The base revenue and Wholesale Power Cost

A.
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Adjustment (WPCA) revenue allocated to each rate class are the adjusted test year

revenues developed in Section E.

Schedule G-4.0, pp. 4 -- 7 of ll, shows the allocation of operating expenses

by account to the Total System customer classes and Schedule G-4.1, pp. 4 - 7 of

ll, shows the allocation of operating expenses by account to the Arizona customer

classes. The allocation of expenses generally follows the allocation of plant

investment. The transmission 0&M expenses are all allocated by the subtotal of

transmission plant. The various distribution O&M accounts are allocated in a

manner consistent with the allocation of the plant account or activity to which the

expense is associated. For example, the overhead line expense in Account 583 is

allocated based on the sum of Accounts 364/365. Schedule G-4.0, pp. 8 .- 10 of l l,

shows the allocation of the payroll expenses by account to the Total System

customer classes. Schedule G-4. l, pp. 8 - 10 of l l, shows the allocation of payroll

expenses by account to the Arizona customer classes. The allocation of payroll is

necessary to develop the allocation factors used to assign the General Plant

investment and administrative and general expenses.

Schedule G-4.0, p. ll of ll shows the allocation of interest expense to the

Total system customer classes; Schedule G-4. l, p. ll of ll shows the allocation of

the interest expense to the Arizona customer classes.

Q. PLEASE DESCRIBE THE UNBUNDLED COST COMPONENT

SCHEDULES.
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Schedule G-5.0, pp.l - 5, shows the components of rate base allocated to each of
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the Total System rate classes. Schedule G-5.0.1, pp. l

of rate base allocated to the Arizona rate classes.

5 shows the components

5, shows the components of plant allocated to each of theSchedule G-5.1, pp.l

Total System rate classes. Schedule G-5.1.1, pp. 1 5, shows the components of

plant allocated to each of the Arizona rate classes.

Schedule G-6.0, pp. l .- 4, is the summary of the components of expense

allocated to each of the Total system rate classes. Schedule G-6.0.1, pp. l - 4 is

the summary of the components of expense allocated to each of the Arizona rate

classes. Schedule G-6.0.1, p. 4, shows a consolidation of the components of

expense into the four major cost categories for the Arizona rate classes. The total

customer related cost of providing service to the Arizona Residential class reflected

on this schedule is $39.69 per customer per month. This represents the customer

related costs that Garkane incurs to provide distribution wires service to the

customer exclusive of any capacity or energy costs.

Schedule G-6.1, pp. 1 - 5, is the detail of the components of expense

allocation to each of the Total System rate classes. Schedule G-6.l.l is the detail

of the components of expense allocation for the Arizona rate classes.

Q- PLEASE SUMMARIZE THE RESULTS OF THE COST OF SERVICE

STUDY.

Schedule G-1.0 shows the results of the cost of service study under the existing

rates for the Total System rate classes and Schedule G-l.l shows the results of the
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cost of service study under existing rates for the Arizona rate classes. This
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1
schedule shows the allocated rate base, operating revenues, operating expenses,

resulting return, interest, resulting operating margin, and the calculated revenue

deficiencies for each rate class. Schedules G-2.0 and G-2.1 are the summary of the

cost of service study under proposed rates for Total System rate classes and

Arizona rate classes, respectively.

The revenue requirement for each class under the proposed rates was

determined based on the following criteria:

(a) The Board of Director's objective to revise the Arizona rates to be closer to
the rate approved for Utah members,

(b) The magnitude of the rate change indicated by the cost of service, and

(c) The impact of the proposed rate change upon the class.

The rates proposed in the filing reflect GEC's consideration of these criteria.

The rate of return on rate base has been calculated for the total GEC system and for

each of the rate classes in the cost of service study to be used as a measure of each

rate class' ability to recover costs in comparison with the total system. The

proposed rates are generally designed to move the individual class rates of return

closer tithe system average where possible. The relative rate of return provides a

measure of how each class' rate of return changes under the proposed rates. The

following table summarizes the relative rate of return under existing rates for each

rate class on Schedule G-1 .1 and the relative rate of return under proposed rates as
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shown on Schedule G-2.1 for the Arizona rate classes.

23

la l



Existing
RROR

Proposed
RROR

1.637Residential 1.027
General Service 1 0.766 0.505
General Service 2 4.202 2.556
Irrigation 1.251 1.007
Lighting 0.293 (0.007)
Total System 1.983 1.235

As indicated by the table, the relative rates of return under proposed rates

move closer to 1.000 for all classes and the Total Arizona portion of the system

except General Service l and Lighting, indicate a movement toward rates which

more closely reflect cost. Each of the rate classes in Arizona is a subset of the total

rate class for the Cooperative. The rates of return earned by the application of the

proposed rates on each class are simply a fall-out of the allocation of costs to the

total system rate classes and then a separation of those customers that are served in

Arizona. The Cooperative believes that the results of the cost of service comparing

existing and proposed rates support the reasonableness of the proposed rates given

the objectives of this rate filing.

Q-

RATE DESIGN .AND IMPACT ON CUSTOMERS

WHAT ARE THE BASIC OBJECTIVES OF THE PROPOSED RATE

DESIGN FOR EACH CLASS?

The basic objectives of the proposed rate design are:

Transition the Arizona rates to be the same as the Utah rates,•
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Reflect an appropriate recovery of the cost of providing service,

Reflect the unbundled costs of providing service, and
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• Reflect a consideration of the impact of the rate change on the member.

Q- WHAT ARE THE PROPOSED REVENUE CHANGES FOR EACH CLASS?

The proposed rate change for each rate class is shown on Schedule H-1.0. The

overall change for the Arizona portion of the system is a reduction of $152,128 or a

3.33% decrease. The proposed unbundled rate design for each Arizona rate class is

shown on Schedule H-2.1 .l. The proposed base cost used in the calculation of the

proposed WPCA is shown on Schedule H-2.1.2. The calculation of the proposed

WPCA is shown on Schedule H-2.1.3.
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Q- PLEASE DESCRIBE THE PROPOSED RATE FOR RESIDENTIAL.

The proposed rate for the residential class results in a slight increase of 0.40%.

The base charge is increased from $12.50 to $22.00 per month which is the base

charge in Utah. The customer component of expense for the residential class as

reflected on Schedule G-6.0.1, p. 4, is actually $39.69 per month. The customer

component of expense reflects GEC's cost of having the service available before

any energy is actually sold to the customer. Costs included in the customer

component include the customer component of distribution line expense, a portion

of the transformer expense, the meter and service drop expense, meter reading and

customer records expense. The increase in the customer charge moves the GEC

rates in Arizona closer to, but still significantly less than the actual customer

component costs. In an age where renewables, energy efficiency, and alternative

providers are becoming a reality, it becomes more and more critical that the energy

rate reflect the cost of energy and include as little as possible of the customer

component costs. Otherwise the price of energy is improperly inflated sending the

A.
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wrong price signal to those evaluating these alternative sources of meeting their

energy needs, and the utility needs to implement adjustment clauses to offset

revenues lost to renewables, energy efficiency, and/or competitors.

The energy charge in the Residential rate has been set at the same level as

the first block in the Utah Residential rate. The existing Utah Residential rate has a

declining block energy charge with a differential of $0.013 per kph between the

first and second block. The proposed Utah Residential rate maintains the declining

block structure but reduces the differential to $0.005. This is a transitional step

toward eliminating the declining block structure in the rate. The revision to the

Arizona Residential rate adopts the same customer charge and first block energy

charge as the approved Utah Residential rate. With this change, GEC's obi ective is

to make the Arizona and Utah rates the same in the next rate filing.

The comparison of the existing and proposed residential rate is shown on

Schedule H-4.0. As a result of the increase in the customer charge, members with

low usage see a higher percentage increase.
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Q_ PLEASE DESCRIBE THE PROPOSED

RESIDENTIAL COLORADO CITY.

RATE DESIGN FOR

GEC acquired the customers and implemented rates for Colorado City in 2009.

The rates for Colorado City, Arizona and Hildale, Utah are the same. The rates for

the customers in Colorado City include an additional adjustment charge to recover

an additional wholesale cost rider applied only to these customers. The objective

for this rate is to design the rate to be more similar to the standard Residential rate

and also to more appropriately reflect the cost of providing service. Schedule G-

8.0 provides a cost of service analysis for just the Colorado City customers and rate

A.
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classes. This analysis supports an overall reduction of 4.68% for the Colorado City

residential class. This reduction is accomplished by eliminating the additional

adjustment charge, using the system-wide base rate of $22.00 and maintaining a

slightly higher energy charge for the Colorado City residential customer than

proposed for Arizona customers.

The billing comparison for the Residential Twin Cities is shown on Schedule H-

4.1.

Q. PLEASE DESCRIBE THE PROPOSED RATE DESIGN FOR GENERAL

SERVICE NO. 1.
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The General Service No. 1 (GSI) rate applies to commercial, industrial, public

building, and three-phase Tann service requiring 50 kA or less of transformer

capacity. The proposed rate increase for the Arizona GSI class is l.35%. The

Base Charge is increased from $12.50 to $25.00 and the demand charge is

increased from $6.37 to $7.50. The first block energy charge is set at the same rate

as the first block of the Utah GSI rate. The objective is to transition the Arizona

rate to ultimately be the same as the Utah rate. The existing Utah GSl rate has a

two tier demand rate with the first 3 kW at no charge and a declining block rate

with a differential of $0.015/kWh between the first and second block. The

approved Utah rate imposes a $2/kW charge on the first tier demand rate and

reduces the differential in the declining block rate to $0.005 per kph. The

proposed changes in the Arizona rate in combination with the changes in the Utah

rates are made with the objective of bringing the two rates together in the next rate

filing.
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The proposed GSl rate for Colorado City is the same as the standard GSl rate for

other Arizona customers. GEC is able to achieve its objective of bringing these

rates together in one step in this filing. This results in a reduction for the GS1 for

Colorado City customers of 2.46%.

The billing comparison for the standard GS] customers is shown on Schedule H-

4.2. The billing comparison for the GSI Twin Cities customers is shown on

Schedule H-4.3.

Q- PLEASE DESCRIBE THE PROPOSED GENERAL SERVICE NO. 2 RATE.

The General Service No. 2 (GS2) rate applies to large power loads requiring more

than 50 kA of transformer capacity. The proposed change for the Arizona GS2

class is a reduction of 5.60%. The base charge is increased from $20.00 to $30.00

and the demand charge is increased from $6.37 to $8.55. The energy charge is set

at $0.058l. With these revisions, the Arizona GS2 rate is identical to the Utah GS2

rate.

The proposed change for the GSZ - Colorado City class is a reduction of l4.07%.

The proposed rate design is identical to the standard GS2 Arizona rate.
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Q. PLEASE DESCRIBE THE PROPOSED CHANGES TO THE PUBLIC

BUILDING RATES.

All of the Public Building Rates have been eliminated. The customers on these

rates will be served on the appropriate GS1 or GS2 rates. Customers currently on

the standard Public Building Rate will see a reduction of l.98%. Customers

currently on the Public Building - Colorado City rate moving to the GSI rate will

see a reduction of 4.56%. Customers currently on the Public Building - Colorado
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City rate moving to the GS2 rate will see a reduction of 4.22%. Schedules H-4.6

and H-4.7 are billing comparisons for the changes in the Public Building rates.

Q. PLEASE DESCRIBE THE PROPOSED IRRIGATION RATE DESIGN.

The Irrigation rate design has been maintained. The demand charge is the same as

in the Utah Irrigation rate. Changes were made to the Utah Irrigation rate to reduce

the differential in the declining block rate with the intent of moving to a flat energy

charge. The proposed change for the Irrigation class is 0.67%

HAVE ALL OF THE RATE DESIGNS BEEN REVISED TO REFLECT

THE NEW BASE POWER COST IN THE WHOLESALE POWER COST

ADJUSTMENT?

Yes. Each proposed rate design reflects the proposed wholesale power cost

adjustment calculated using the new base power cost of $0.037493 per kph sold.

PLEASE DESCRIBE THE PROPOSED CHANGES TO MISCELLANEOUS

CHARGES.

GEC is proposing to increase the connect charge in Arizona from $30.00 to $50.00 .

to match the charge for the Utah portion of the system. The change in the connect

charge results in an increase of $7,240 as shown on Schedule C-2.4.2.
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Q.

PROPOSED BILLING ADJUSTMENTS

WHAT ARE THE PROPOSED CHANGES TO THE WHOLESALE

POWER COST ADJUSTMENT?

The WPCA (aka, purchased power adjustment mechanism or PPAM) has been

revised to reflect recovery of the total purchased power cost including all charges
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and credits related to the acquired Colorado City and Hildale loads as well as

charges for the City of Kan ab load. Under the existing rates, these charges and

credits are not included in the WPCA. The proposed base rates have been designed

to recover the appropriate level of costs for each rate class in conjunction with the

application of the revised WPCA. Schedule H-2. l .3 provides the calculation of the

adjusted WPCA. The proposed WPCA base cost is calculated on Schedule H-

2.1.2.

Q.

PROPOSED TARIFFS

PLEASE DESCRIBE THE TARIFF REVISIONS THAT HAVE BEEN

MADE.

The following changes have been made to the individual rate schedules:

Residential Service -- the Availability clause has been revised to exclude the

Colorado City area, the Monthly Bill section has been revised to reflect the

proposed rate and the Wholesale Power Cost Adjustment has been revised to

reflect the proposed base power cost.

Irrigation Service - the Monthly Bill section has been revised to reflect the

proposed rates and reformatted slightly and the Wholesale Power Cost Adjustment

has been revised to reflect the proposed base power cost.
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General Service No. 1 - the Monthly Bill section has been revised te reflect the

proposed rate and the Wholesale Power Cost Adjustment has been revised to

reflect the proposed base power cost. Revisions have also been included in the
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Type of Service, Power Factor Adjustment and Temporary Discontinuance of

Service sections to include language consistent with the Utah tariffs.

General Service No. 1 -- Public Blas & Authorities - this rate has been eliminated.

Street and Yard Security Lighting - the Monthly Bill section has been revised to

reflect the proposed rates and new service offerings consistent with the Utah rate

schedules and the Wholesale Power Cost Adj vestment has been revised to reflect the

proposed base power cost. The Conditions of Service section has also been revised

to include provisions consistent with the Utah tariff.

General Service No. 2 - the Monthly Bill section has been revised to reflect the

proposed rates and the Wholesale Power Cost Adjustment has been revised to

reflect the proposed base power cost. The Power Factor Adjustment clause has

been revised to include language consistent with the Utah tariff.

Special Large Power Service - there are no customers on this rate schedule. GEC

has elected to eliminate this tariff.

Residential Service - Colorado City - the Monthly Bill section has been revised to

reflect the proposed rate and the Wholesale Power Cost Adjustment has been

revised to reflect the proposed base power cost.
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General Service No. I -- Colorado City - this tariff has been eliminated
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General Service No. 1 .-- Public Bldg & Authorities .-. Colorado City -this tariff has

been eliminated

General Service No. 2 - Colorado City - this tariff has been eliminated

General Service No. 2 .- Public Bldg & Authorities - Colorado City - this tariff has

been eliminated

Service Charges -- the Impact Fees have been reduced to be consistent with the

Utah charges and several of the connection charges and service charges have been

revised to reflect the proposed charges.

GEC is also proposing the changes to its Line Extension Policy as previously

discussed.

Q- IS GEC PROPOSING ANY NEW RATE SCHEDULES?
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Yes. GEC is proposing a Residential Prepaid Service rate. The rate has been

developed in a manner consistent with the prepaid rate approved for Sulphur

Springs Valley Electric Cooperative and Trico Electric Cooperative.

The proposed Prepaid Tariff is voluntary and is meant to provide GEC customers

with an additional option that better matches their payment preferences. The

Prepaid Tariff is available only to Residential customers. Certain customers, where

termination or disruption in service would be especially dangerous to the health of

the customer, have been excluded from eligibility for the program. It has also been

noted in the rate that certain billing provisions of the Electric Service Regulations

shall not apply to customers on the Prepaid Tariff. Waivers of applicable

Commission rules are also requested as set forth in GEC's Application. GEC will
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develop an Application/Agreement for use with customers taking service on the

Prepaid Tariff that will include the same provisions as those recently approved for

TRICO.

Q. IS GEC PROPOSING A NEW NET METERING TARIFF?

Yes. Currently GEC does not have a Net Metering Tariff in Arizona. The

provisions in the proposed Net Metering tariff are consistent with the Net Metering

Tariff in Utah. The Monthly Bill section reflects a customer charge of $35.00, the

proposed Arizona Residential energy charge and a credit for excess energy equal to

the amount in the Utah tariff. The Net Metering Tariff includes provisions that

charge the customer for all energy taken from the Cooperative at the stated rate and

a credit provided to the customer at a rate of $0.026 per kph for all energy

produced in excess of the customer's load requirements and delivered on to the

Cooperative's system. This methodology varies from the Net Metering policy that

has been in place in Arizona and applied by most Arizona cooperatives and

utilities. Garkane believes that the proposed Net Metering rate provides the most

fair and equitable manner of compensating customers with distributed generation

resources while at the same time mitigating the subsidy that other members of the

Cooperative provide. Therefore, GEC is requesting a waiver of the Commission's

Net Metering Service rules as set forth in its Application.
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Q. WHY IS GARKANE PROPOSING A NEW NET METERING TARIFF?

GEC's Residential rate is designed to recover a portion of the fixed customer

related costs and capacity costs in the energy charge of the rate. GEC's ability to

meet the revenue requirement for the rate class and for the Cooperative is

dependent upon the application of the rate to the billing units as reflected in the rate
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filing. When members of the Cooperative deploy distributed generation to serve a

portion of their load, they decrease the billing units over which the Cooperative

recovers the fixed costs to serve the member. The portion of the energy charge

revenue related to the recovery of fixed costs is lost. With each new member that

deploys distributed generation, the lost fixed cost recovery gets larger. Currently,

GEC has no 'net metering' customers in Arizona and only a small number in Utah.

GEC's intent is to establish a Net Metering tariff throughout its system that

mitigates the lost fixed cost recovery and reduces the subsidy currently created by

net metering, especially as applied under the Commission's Net Metering Service

rules.

Q. WHAT IS THE JUSTIFICATION FOR THE INCREASED CUSTOMER

CHARGE OF $35.00 IN THE NET METERING TARIFF?

Exhibit DWH -7 shows the calculation of the lost fixed cost recovery as a result of

the member owned generation. The total fixed cost component included in the

energy charge of the Residential rate is calculated as $0.032869 per kph. The

monthly kph produced for three different size systems is calculated and the fixed

cost component applied to determine the monthly lost fixed cost component. The

monthly lost fixed cost ranges from $14.40 to $35.99 depending on the size of the

member owned distributed generation. The increase in the customer charge from

$22.00 to $35.00 is $13.00. The $35.00 dollar customer charge provides a

recovery of only a portion of the lost fixed cost.
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Q- WHY DOES THE PROPOSED NET METERING TARIFF NOT INCLUDE

ANY BANKING PROVISIONS?
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The kph banking provisions allow a member with owned generation to use excess

energy generated and effectively be compensated for that energy at the full retail

rate. The actual value of that excess generation is GEC's avoided energy cost. To

the extent that GEC allows banking of kph and compensates at the full retail rate

instead of the avoided cost, the remaining members of the Cooperative are required

to subsidize the members with owned generation. Not including the banking

provisions in the tariff reduces the subsidy that net metering creates.

Q- THE NET METERING TARIFF INCLUDES A PROVISION TO

COMPENSATE FOR EXCESS ENERGY AT $0.026 PER KWH. WHAT IS

THE BASIS FOR THIS CREDIT?

GEC's avoided cost is defined as the energy component of the wholesale purchased

power cost. Schedule G-6.0, p. 4 of 4 reflects that the purchased power energy cost

for the Residential class is $0.023206 per kph. The kph credit for excess energy

has been established at a level slightly higher than GEC's avoided cost.

Q. HAS GEC CONSIDERED OTHER OPTIONS AND RATE DESIGNS TO

ADDRESS THE ISSUES RELATED TO NET METERING OF MEMBER

OWNED GENERATION?
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Q-

GEC has proposed to increase the customer charge in the Residential rate from

$12.50 to $22.00 to recover a greater portion of the fixed costs. The increase in the

customer charge reduces the potential of lost fixed cost recovery and also helps to

reduce intra-class subsidies between low-use and high use customers.

ADID GEC CONSIDER THE IMPLEMENTATION OF DEMAND

CHARGE IN THE STANDARD RESIDENTIAL RATE?

A.

A.

A.
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GEC has determined that the implementation of a demand charge in the Residential

rate is not a practical solution at this time for the following reasons:

l. The required demand metering equipment is not installed for all

Residential customers.

The existing Residential rate design provides an adequate recovery of

the revenue requirement for those customers that do not employ

distributed generation. GEC is proposing to increase the customer

charge to move toward a more cost based rate.

The implementation of a demand charge in the Residential rate would

require significant member education. A demand charge adds

another level of complexity to the rate that members may resist.

The implementation of a demand charge would require a transition

period that would likely require several steps.

GEC believes that it is more appropriate to address the issues related

to net metering with those customers that have member owned

generation rather than affecting the rates and charges for all

customers.

The implementation of a demand charge to all Residential customers

would result in some customers receiving increases while other

customers would receive reductions. The member impacts could be

significant.
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Q. IS THE COOPERATIVE SEEKING A WAIVER OF THE C()MMISSION'S

NET METERING RULES?

I*
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Yes. GEC recognizes the net metering tariff it has in place for its Utah customers,

representing 89% of its meters, does not meet the Commission's net metering rules

contained in A.A.C. R14-2-2300 et seq. and is requesting a general waiver from the

rule so its Arizona customers will be offered net metering service on the same

terms and conditions as GEC's Utah customers.

Q. WHAT OTHER RATES HAVE BEEN PROPOSED?

GEC is required to have on file rates for service to small power facilities of 100

kW and less, and small power production facilities over 100 kw. Proposed tariffs

for each size have been included. The provisions of these tariffs are similar to

those approved for Sulphur Springs Valley Electric Cooperative. An additional

Customer Charge or Basic Service Charge has been included to help mitigate the

lost fixed cost recovery.

Q. WHAT CHANGES HAVE BEEN MADE TO THE ELECTRIC SERVICE

REGULATIONS?

Other than updating the Cooperative name and a few formatting revisions, and

typographical corrections, the Electric Service Regulations (ESR) have not been

changed. The proposed ESR has been included in the tiling for confirmation by

the Commission.
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Q. WHAT ARE THE PROVISIONS OF THE PROPOSED LINE EXTENSION

POLICY?

GEC is proposing to adopt the same line extension policy in Arizona that has been

approved and is applicable in Utah. The provisions of the policy require the
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customer to pay 100% of the total cost of extending facilities to serve the

customer's load. The policy does include provisions for a partial refund of the line

extension cost if additional services are connected to the customer's line extension

during the first (5) five-years following construction, subject to certain conditions.

GEC's line extension policy ensures that the up-front capital costs associated with

extending service are recovered as a contribution in aid of construction from the

member. This policy serves to reduce the long-tenn capital requirements of the

Cooperative and helps to keep rates low.

The line extension policy includes provisions for subdivision development

which require the developer to pay 100% of the cost of all facilities plus an impact

fee for a 100 amp service on each lot. New lot owners will be required to pay any

additional impact fee for service in excess of 100 amps.

Q. PLEASE DESCRIBE ANY REVENUE IMPACTS ASSOCIATED WITH

THE PROPOSED CHANGES T() GEC'S LINE EXTENSION POLICY.
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There are no revenue impacts as a result of the change in the line extension policy.

The proposed line extension policy will require new customers to pay a higher

amount for extension of service than under the existing line extension policy. This

increase from new customers will reduce the overall capital requirements of the

Cooperative but will not affect the level of operating revenue. During the test year,

GEC had less than 100 new residential customers in Arizona. GEC does not

currently have any developers operating in the Arizona portion of the system and

therefore does not anticipate any impact on contributions in aid of construction

with respect to the proposed subdivision line extension policy.
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1 Q. DOES THIS CONCLUDE YOUR TESTIMONY?
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Yes, it does.
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Exhibit DWH -1

EDUCATION:

M.B.A., Oklahoma City University, 1993
B.S., Mathematics, University of Central Oklahoma, 1986

PERTINENT EXPERIENCE FOR THE PROJECT:

Mr. Hedrick specializes in the development of revenue requirements, cost of service, rate
design, line extension analysis, special contract development, pole attachment rates,
valuation analysis and other financial analysis for electric, water, and wastewater utility
systems. He is also responsible for the preparation of rate filings and has presented expert
testimony before state regulators, including Arizona, Arkansas, Colorado, Oklahoma, Texas
and Wyoming. Mr. Hedrick's clients include both distribution providers and wholesale
providers. He was instrumental in the development of the CoOPTlONS: family of computer
software for use in unbundled utility cost of service studies and financial forecasting.

As Manager of the Analytical Solutions Group, Mr. Hedrick has oversight of all studies,
analyses and filings that are developed by the group. He continues to represent clients before
the appropriate regulatory authority and is responsible for the preparation of rate filings and
other analytical studies.

SPECIFIC CONSULTING EXPERIENCE:

Acquisitions, Consolidations & Valuation Analysis

Mr. Hedrick has provided analytical support for consolidation studies in Texas and Wyoming.
In addition, he has been involved in the valuation analysis of utility assets for purposes of
acquisition and determination of fair market value for clients in Oklahoma and Kansas.

Retail Rate Analysis. Cost of Service Studies, and Line Extension Analysis

Mr. Hedrick's rate analysis and cost of service experience includes the following:

Arizona

>

>

>

Navopache Electric Cooperative, Inc. - Regulated by Arizona Corporation
Commission
Sulfur Springs Valley Electric Cooperative, Inc. - Regulated by Arizona
Corporation Comm.
Trico Electric Cooperative, Inc. - Regulated by Arizona Corporation Commission

Arkansas

>

>
>

Arkansas Valley Electric Cooperative Corporation .- Regulated by Arkansas PSC
and Oklahoma Corporation Commission
Ouachita Electric Cooperative Corporation - Regulated by Arkansas PSC
Ozarks Electric Cooperative Corporation - Regulated by Arkansas PSC

Corporate Office:
5555 n. Grand Boulevard
Oklahoma City, OK 73112-5507
405.416.8100

www.guernsey.us
Direct Contact:

405.416.8157
Cell: 405.623.4380

david.hedrick@guernsey.us
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Colorado

>
>
>
>
>
>
>
>
>

Colorado Rural Electric Association
Delta-Montrose Electric Association
Empire Electric Association, Inc.
Grand Valley Rural Power Lines
Holy Cross Electric Association, Inc.
Mountain Parks Electric, Inc.
Poudre Valley REA, Inc.
San Luis Valley Rural Electric Cooperative, Inc.
Yampa Valley Electric Association, Inc.

Iowa

>

>>

9

Corn Belt Power Cooperative
Iowa Lakes Electric Cooperative, Inc.
Midland Power Cooperative, Inc.

Kansas

>
>
>
>
>
>
>
>
>
>
>

Ark Valley Electric Cooperative Association
Caney Valley Electric Cooperative Association
CMS Electric Cooperative, Inc.
Flint Hills Rural Electric Cooperative Association
Kansas Electric Power Cooperative
Lyon-Coffey Electric Cooperative, Inc.
City of Meade
Ninnescah Rural Electric Cooperative Association, Inc.
Pioneer Electric Cooperative, Inc.
Sedgwick County Electric Cooperative Association, inc.
Western Cooperative Electric Association, Inc.

Louisiana

> Claiborne Electric Cooperative

Mississippi

>
>

Southern Pine EPA
Yazoo Valley EPA

Nebraska

> Dawson County Public Power District

New Mexico

>
>

Farmers Electric Cooperative, Inc.
Lea County Electric Cooperative, Inc.

Oklahoma

>
>

City of Blackwell
Cad do Electric Cooperative
Central Rural Electric Cooperative, Inc.



§ C
r***. 4

M;m

Ev 8
:

,

guernsey i

DAVID w. HEDRICK
SENIOR VICE PRESIDENT /

MANAGER, ANALYTICAL SOLUTIONS
Page 3 of 6

>
>
>>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>

Choctaw Electric Cooperative, Inc.
Cimarron Electric Cooperative, Inc.
Cookson Hills Electric Cooperative, Inc.
Cotton Electric Cooperative, Inc.
City of Duncan
East Central Oklahoma Electric Cooperative
Indian Electric Cooperative, Inc.
Kay Electric Cooperative, Inc.
Kiwash Electric Cooperative, Inc.
Lake Region Electric Cooperative, Inc.
City of Mangum
Northeast Oklahoma Electric Cooperative, Inc,
Northfork Electric Cooperative
Northwestern Electric Cooperative, Inc.
Oklahoma Electric Cooperative, Inc.
City of Ponca City
Rural Electric Cooperative, Inc.
Southeastern Electric Cooperative, Inc.
Southwest Rural Electric Association
Tri-County Electric Cooperative, Inc.
Verdigris Valley Electric Cooperative

Texas

>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>

Bailey County ECA
Bandera Electric Cooperative, Inc.
Big Country Electric Cooperative, Inc.
Bluebonnet Electric Cooperative, Inc.
Central Texas Electric Cooperative, Inc.
Concho Valley Electric Cooperative, Inc.
Cooke County Electric Cooperative Assn.
CoServ Electric
Deaf Smith Electric Cooperative, Inc.
Fan fin County Electric Cooperative, Inc.
Farmers Electric Cooperative, Inc.
Fort Belknap Electric Cooperative, Inc.
Grayson-Collin Electric Cooperative, Inc.
Greenbelt Electric Cooperative, Inc.
HILCO Electric Cooperative, inc.
Jackson Electric Cooperative, Inc.
Lamar County Electric Cooperative, Inc.
Lighthouse Electric Cooperative, Inc.
Lyntegar Electric Cooperative, Inc.
Magic Valley Electric Cooperative, Inc.
Medina Electric Cooperative, Inc.
Navarro County Electric Cooperative, Inc.
Navasota Valley Electric Cooperative, Inc.
North Plains Electric Cooperative, Inc.
Nueces Electric Cooperative, Inc.
Pedernales Electric Cooperative, Inc.
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>
>>
>
>
>
>
>
>
>
>
>
>
>

Rita Blanca Electric Cooperative, Inc.
San Bernard Electric Cooperative, Inc.
South Plains Electric Cooperative, Inc,
Southwest Rural Electric Association, Inc., Okla.
Southwest Texas Electric Cooperative, inc.
Swisher Electric Cooperative, Inc.
Taylor Electric Cooperative, Inc.
Texas Electric Cooperatives, lrlc., Statewide Association
Tri-County Electric Cooperative, Inc.
Trinity Valley Electric Cooperative, inc,
United Cooperative Services
Wharton County Electric Cooperative, Inc.
Wise Electric Cooperative, Inc.

Wvominq

>
>

>

>

>

Big Horn REC - Regulated by Wyoming Public Service Commission until 2007
Carbon Power & Light, Inc. - Regulated by Wyoming Public Service Commission
until 2007
High Plains Power, Inc, - Regulated by Wyoming Public Service Commission until
2007
Powder River Energy Corporation - Regulated by Wyoming Public Service
Commission
Wyrulec Company - Regulated by Wyoming Public Service Commission until 2007

Wholesale Rate Analvsis and Cost of Service Studies

>
>
>
>
>
>
>
>
>
>
>
>
>>
>

Corn Belt Power Cooperative, Humboldt, Iowa
Kansas Electric Power Cooperative, Topeka, Kansas
Grand River Dam Authority, Vinita, Oklahoma
Oklahoma Municipal Power Authority, Edmond, Oklahoma
Western Farmers Electric Cooperative, Anadarko, Oklahoma
Central Electric Power Cooperative, Columbia, South Carolina
Piedmont Municipal Power Authority, Greer, South Carolina
Brazos Electric Cooperative, Waco, Texas
Golden Spread Electric Cooperative, Amarillo, Texas
Old Dominion Electric Cooperative, Richmond, Virginia
Allegheny Electric Cooperative, Harrisburg, Pennsylvania
South Mississippi Electric Power Association, Hattiesburg, Mississippi
Minnkota Power Cooperative, Grand Forks, North Dakota
Rayburn Country Electric Cooperative, Rockwall, Texas

Special Projects

Development of Distributed Generation Procedures and Guidelines Manual:
> Western Farmers Electric Cooperative, Anadarko, Oklahoma
> KArO Electric, Vinita, Oklahoma
> Texas Electric Cooperatives, Austin, Texas
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>
>
>

>

>

>

>

>

>>

>>

Energy Policy Act of 2005 / EISA 2007 - Testimony in Support of Cooperative Staff's Position
in Consideration of new PURPA Standards:

> Central Rural Electric Cooperative, Stillwater, Oklahoma
Cotton Electric Cooperative, Walters, Oklahoma
Farmers Electric Cooperative, Greenville, Texas
Grand River Dam Authority, Vinita, Oklahoma
Grayson-Collin Electric Cooperative, Van Alstyne, Texas
HlLCO Electric Cooperative, Itasca, Texas
Lake Region Electric Cooperative, Hulbert, Oklahoma
Lyntegar Electric Cooperative, Tahoka, Texas
Magic Valley Electric Cooperative, Mercedes, Texas
Northwestern Electric Cooperative, Woodward, Oklahoma
Oklahoma Electric Cooperative, Norman, Oklahoma
Tri-County Electric Cooperative, Azle, Texas
Tri-County Electric Cooperative, Hooker, Oklahoma
United Electric Co-op Services, Cleburne, Texas

>
>

Testimony before Colorado State House and Senate Committees in support of the Colorado
Rural Electrification Association with regard to HB1169, Mandating Net Metering for Electric
Cooperatives.

The "Fresh Look" review of East Kentucky Power Cooperative on behalf of the cooperative's
distribution members as required by the Kentucky Corporation Commission. 2011 - 2012

Education and Training

Mr. Hedrick provides educational seminars and training for cooperative staff and boards of
directors, statewide associations, and professional organizations on the topics of Rate
Analysis, Cost of Service, Rate Design, Line Extension Policy, and related issues.

Expert Witness

Mr. Hedrick has provided expert testimony related to the development of revenue
requirements, cost of service, rate design, and special contract issues in Arizona, Arkansas,
Oklahoma, Texas, and Wyoming.

Financial Forecastinq & Analysis

Mr. Hedrick prepares and provides training in the development of financial forecast models
for electric cooperatives and municipal utility systems.

Software Sales 8< SuDDort

Mr. Hedrick provided assistance in the development of software for GUERNSEY's TO-year
Financial Forecast, Cost of Service, and Financial Performance Analysis programs. Mr. Hedrick
is proficient in the use of these software packages and provides support to client users.

Strategic Plaruninq 8< Analysis

Mr. Hedrick has provided assistance to electric cooperative boards of directors in the
development of strategic goals and objectives.
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Publications and Presentations:

Articles:

Hedrick, David w. "RetaiI Rate Development: The Role of the Cooperative Board."
Management Quarterly,published by NRECA's Education and Training Department.
(Spring 2005): 20-35.

Presentations Made by Mr. Hedrick:

"Knowledge is Power: Financial Forecasting," Seminar written and presented by Guernsey
personnel annually since 2006 in Oklahoma City, Okla. Mr. Hedrick has been a
presenter for this seminar numerous times.

"Knowledge is Power: Understanding Rates and Cost of Service." Seminar written and
presented by Guernsey personnel annually since 2005, in Oklahoma City, Okla., as well
as other locations. Mr. Hedrick has been a presenter numerous times.

"Distributed Generation Net Metering Issues." Written for and presented at TEC Engineers
Association Annum/ Meeting.September 2006.

"Net Metering Issues." Written for and presented atG&T Planners Association Meet/ng,
Tucson. Arizona, September 2006.

"Development of Distributed Generation Policies and Procedures." Written and presented for
Texas Electric Cooperatives' Managers Meeting, San Antonio, Texas, December 2,
2004.

"Rate Design in a Restructured Environment," Written and presented for Texas E/ectric
Cooperatives Accountants Assoc/ation.Austin, Texas, April 19, 2000.

EXPERIENCE RECORD:

1981-present - c. H. Guernsey 8< Company, Oklahoma City, Oklahoma

2013 - Senior Vice President, Board of Directors
2008-2013 - Vice President for Guernsey
2005-Present - Manager, Analytical Solutions Group
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Q-

1;AgKC8RQUN_D AND 8URPOSE

PLEASE STATE YOUR NAME AND EMPLOYER.

My name is Rebecca A. Payne and I am employed by Guernsey, Engineers,

Architects and Consultants.

Q. PLEASE STATE YOUR BUSINESS ADDRESS.

My business address is 5555 North Grand Boulevard, Oklahoma City, Oklahoma

73 l12-5507.

Q- PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

woRk EXPERIENCE.

I have earned a Bachelor of Science in Business degree and an M.B.A from

Oklahoma City University. I have been employed by Guernsey from 1999-2004,

and since 2005. Exhibit RAP-l is my resume.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER?

I represent Garkane Energy Cooperative, Inc. ("GEC" or the "Cooperative").

Q. ARE YOU AUTHORIZED TO TESTIFY ON BEHALF OF THE

GEC?

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

18 A.
19
20
21
22
23
24
25

Yes.

3
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Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

I am sponsoring the schedules developing the financial adjustments found in

Section C of the rate filing package.

WERE THE SCHEDULES ABOVE PREPARED BY YOU OR UNDER

YOUR SUPERVISION?

Yes.

Q- WHO SUPPLIED THE DATA USED IN DEVLOPING THE SCHEDULES

THAT YOU ARE SPONSORING?

All of the data was supplied by GEC.

Q. WHAT IS THE TEST YEAR IN THIS PROCEEDING?

The test year is the twelve months ended December 31, 2013.

Q-

INCOME STATEMENT AND ADJUSTMENTS

PLEASE EXPLAIN SECTION C TO ATTACHMENT 6 OF GEC'S

APPLICATION.

•

•
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Schedule C-1 .0 is the Income Statement for the test year showing:

Actual Test Year

Adjustments to the Test Year

Adjusted Test Year (Actual Test Year Plus Adjustments)

Adjustments described below correspond to adj vestment amounts shown in the

"Adjustments" column.

•

4

File: 2002-001-0000-0000, Disc: Pre-Filed Direct Testimony of Rebecca Payne (Final Draft)05 26 15, Doc#: 227827v3

A.

A.

A.

A.

A.

ll



Q- PLEASE EXPLAIN ADJUSTMENTS SHOWN ON SCHEDULE C-1.0.

Adjustments are summarized on Schedule C-2.0. Schedules C-2.1 through C-2.3

show adjustments to specific ()ELM accounts while Schedules C-2.4 through C-

2.13 show development of adjustments.
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C-2.4). Calculation of revenue shown on

this schedule is developed on Schedule E-7.6 and Schedule E-7.7. This schedule

calculates the revenue by applying the existing rates to adjusted test year billing

units. The billing units are found on Schedules E-7.1 and E-7.2. There is a

reduction in adjusted test year revenue as a result of a surcharge that will expire in

2016 that is applicable to only the Kan ab City tariffs that only affects Utah

consumers. The adjustment to base revenue is a reduction of $226,228.

A revenue adjustment was made to restate the PCA revenue based on the

adjusted power cost (Schedule E-7.l0). The adjusted PCA revenue reflects the full

amount of PCA revenue that GEC is entitled to recover. The PCA revenue

adjustment is $103,347.

The total revenue adjustments result in a decrease to revenue of $122,881 .

Purchased Power (Schedule C-2.5). A detailed calculation of the adjusted

purchased power expense is shown on Schedule E-7.l. The adjustment to

purchased power is a result of increases in the Deseret wholesale power rate that

became effective January l, 2105. The most significant increase in the wholesale

power rate is a $0.003 increase in the Tier l kph charge. The increase to

purchased power as a result of the application of the wholesale rate that went into

effect in 2015 is an increase of$791,002.

Pavroll (Schedule C-2.6). The adjustment to payroll expense totals

$151,342. Payroll expense and adjustments are distributed to various expense

Qjgeyatjgg _Revenue (Schedule

5
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accounts on Schedule C-2.2. Adjusted payroll was calculated based upon 60 full-

time employees and 8 part-time employees using 2015 wage levels. The 2009-

2013 average ratio for overtime payroll to regular payroll of 4.558% was applied to

calculate total adjusted payroll. The 2009-2013 ratio for payroll expensed of

62.926% was then applied to calculate adjusted payroll expensed. Historical

payroll information is shown on Schedule C-2.6.1. The test year expense by

account and distribution of the adjustment by account is shown on Schedule C-2.2.

Employee Benefits (Schedule C-2.7). Expenses associated with employee

benefits were restated to 20 l5 levels. The Cooperative's portion of the adjusted test

year amount for each benefit was computed. The adjustment to employee benefits

of $318,966 is included as an adjustment to Account 928, Pensions and Benefits,

on Schedule C-2.1.

The adjusted test year premium for medical insurance of $823,604 was

computed by using the Cooperative's portion of the 2015 premium for each of the

plans for the appropriate number of employees participating (Schedule C-2.7.l).

The same methodology was used for the dental plan resulting in an adjusted test

year premium of $96,337 (Schedule C-2.7.2). The adjusted test year premium for

life insurance of $51,598 was computed by using the adjusted full time base wages

rounded up the next $1,000 times the 2015 premium rate (Schedule C-2.7.3). An

adjusted test year premium of $32,066 for long-term disability was computed by

applying the 2015 premium rate to the adjusted base wages (Schedule C-2.7.4).

The Cooperative's contributions to the defined benefit plan were adjusted to

reflect the adjusted base wages and the 2015 contribution rate. The adjusted test

year premium for the defined benefit pension plan is $1,202,476 (Schedule C-

2.7.5).

6
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Depreciation (Schedule C-2.9).

Rate Case Expense (Schedule C-2.8). An adjustment to recognize expense

associated with development, filing, and support of the rate case has been made.

The estimated cost of $75,000 is intended to reflect the cost of outside legal and

consulting services. This amount is amortized over a 3-year period, resulting in an

adjustment of $25,000. Actual rate case expense will only be known at the time of

the hearing/settlement. We propose to provide updated rate case information to

ACC Staff and in testimony as the case proceeds.

Annual depreciation rates were applied to

December 31, 2013 plant balances for production, transmission, and distribution

plant to determine adjusted depreciation expense for these plant categories. For

General Plant accounts, depreciation expense for the month of March 2014 was

annualized to determine the adjusted depreciation expense. The adjusted test year

depreciation expense of $2,871,262 results in an adjustment of $49,578.

At the time the adjustments were

developed the actual 2014 property tax payment was known. The actual 2014

property tax was used as the adjusted test year expense for property tax. The

adjustment is an increase of $37,926.

Pr0pertv Taxes (Schedule C-2.10).
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Adjusted payroll-related taxes for

FICA and Federal and State Unemployment were calculated by applying the

applicable tax rate to adjusted wages subject to payroll taxes. The test year payroll

tax expensed ratio of 70.057% (Schedule C-2.6.2) was applied to total adjusted

payroll taxes amount to calculate adjusted payroll taxes expensed. The adjustment

is an increase to test year expense of $5,993. The test year expense by account and

distribution of the adjustment by account is shown on Schedule C-2.3 .

Payroll Taxes (Schedules C-2.11).

7
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An adjustment was made to remove

charitable donations totaling $27:209 from the test year. This adjustment results in

a reduction to other deductions on the income statement.

]p_tg-;rest Expense (Schedule C-2113). The adjusted interest on long-term

debt of $1,442,214 was calculated by applying the applicable interest rate to the

principal outstanding as of 12/31/2013 and including $2,000,000 of long-term debt

that was incurred after the test year. A CFC note of $1,000,000 was drawn down

6/30/2014 and another $1,000,000 of CFC debt was incurred on 9/5/2014. The

adjustment increased interest on long-term debt expense by $111 ,955.

Donations (Schedule C-2.12).

Q. ARE THE ADJUSTMENTS THAT HAVE BEEN MADE TO THE TEST

YEAR RELATED TO ACTIVITIES THAT ARE KNOWN, MEASURABLE

AND OF A CONTINUING NATURE?

Yes. The adjustments that have been made are intended to provide an accurate

reflection of the Cooperative's known and measurable revenues and expenses on

an on-going basis and that should be recovered in rates.

Q- WHAT IS THE OVERALL IMPACT OF THE ADJUSTMENTS MADE TO

THE TEST YEAR?
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The overall impact of the revenue and expense adjustments is to reduce the

operating margin by $1,587,313 as reflected in column (b) of Schedule C-1.0. The

adjusted test year Operating TIER is 1.81, the DSC is 2. 14 and the rate of return on

fair value rate base is 4.33% as reflected in column (c) of Schedule C-1;0.
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1 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

2 Yes, it does.
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REBECCA PAYNE
SENIOR CONSULTANT

Page 1 of 3
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EDUCATION:

t

MBA, Oklahoma City University, 2002
B.S.B., International Business, Oklahoma City University, 1999

PERTINENT EXPERIENCE FOR THE PROJECT:

Ms. Payne specializes in the development of revenue requirements, cost of capital, cost of
service, accounting issues, rate design, and financial forecasts for electric, water, and
wastewater utility systems. Ms. Payne assists project managers in the preparation of rate
filings and cost of service studies.

Ms. Payne develops Rate Analysis and Cost of Service Studies for electric cooperatives and
municipals by defining the appropriate revenue requirement and allocating plant investment
and operation and maintenance expenses to each rate class. She then uses the Cost of
Service study to examine the extent to which costs are being recovered by existing rates and,
if necessary, develops new rates to recover revenue requirement and appropriate costs.

SPECIFIC CONSULTING EXPERIENCE:

Cost of Service and Rates

The following are projects on which Ms. Payne has been involved:

Arizona

>
>
>

Navopache Electric Cooperative, Lakeside
Sulfur Springs Valley Electric Cooperative, Willcox
Trico Electric Cooperative, Maraca

Arkansas

> Ozarks Electric Cooperative Corp., Fayetteville

Colorado

>
`>

San Luis Valley REC, Monte Vista
Y-W Electric Association, Akron

Iowa

>> Midland Power Cooperative, Jefferson

Kansas

> Ark Valley ECA, Hutchinson

Louisiana

> Claiborne Electric Cooperative, Homer

Corporate Office:
5555 n. Grand Boulevard
Oklahoma City, OK 73112~5507
405.416.8100

www.guernsey.us
Direct Contact:

405.416.8210
Cell: 405.816.3907

rebecca.payne@guernsey.us
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Minnesota

> Agralite Electric Cooperative, Benson

Missouri

> Platte-Clay Electric Cooperative, Kearney

Nebraska

> Dawson County PPD, Lexington

Oklahoma

>
>
>

>
>
>
>
>

Cad do Electric Cooperative, Binger
Central Rural Electric Cooperative, Stillwater
Cimarron Electric Cooperative, Kingfisher
Cookson Hills Electric Cooperative, Stigler
Cotton Electric Cooperative, Waiters
City of Ponca City
Lake Region Electric Cooperative, Hulbert
Rural Electric Cooperative, Lindsay
Tri-County Electric Cooperative, Hooker

Texas

>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>>
>
>
>
>
>

Bailey County ECA, Muleshoe
Bandera Electric Cooperative, Bandera
Bluebonnet Electric Cooperative, Giddings
Cooke County ECA, Muenster
Deaf Smith Electric Cooperative, Hereford
Grayson-Collin Electric Cooperative, Van Alstyne
Guadalupe Valley Electric Cooperative, Gonzales
Jackson Electric Cooperative, Edna
Karnes Electric Cooperative, Karnes City
Magic Valley Electric Cooperative, Mercedes
Medina Electric Cooperative, Hondo
North Plains Electric Cooperative, Perryton
Nueces Electric Cooperative, Robstown
South Plains Electric Cooperative, Lubbock
Southwest Texas Electric Cooperative, El Dorado
Swisher Electric Cooperative, Tulia
Taylor Electric Cooperative, Merkel
Tri-County Electric Cooperative, Azle
Trinity Valley Electric Cooperative, Kaufman
United Cooperative Services, Cleburne
Victoria Electric Cooperative, Victoria
Wise Electric Cooperative, Decatur

Wyoming

>
>

Powder River Energy Corporation, Sundance
Wyrulec Company, Lingle
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Publications and Presentations:

"Knowledge is Power: Financial Forecasting" has been presented yearly in GUERNSEY'S offices
in Oklahoma City since 2006. Ms. Payne has assisted as a presenter for this seminar
numerous times.

"Knowledge is Power: Understanding Rates and Cost of Service" has been presented several
times each year since 2005, at GUERNSEY'S offices in Oklahoma City as well as in other
locations. Ms. Payne has been a presenter for this seminar.

EXPERIENCE RECORD:

1999-present - Consultant, C. H. Guernsey 8< Company, Oklahoma City, Okla.
1999-2004 - Consultant, Analytical Solutions Group

2004-2005 - Video Professor, Inc., Lakewood, Colo.

Ms. Payne worked as a Financial Analyst providing information to upper management to aid
in making business decisions, She prepared and monitored reports on key elements of the
business model to identify problem areas. She assisted in budget preparation for multiple
business segments and maintained updated forecasts to monitor deviations from the budget.
She also provided financial viability analysis that helped measure success of marketing
projects.
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GARKANE ELECTRIC COOPERATIVE, INC.

RATE ANALYSIS
AND

COST OF SERVICE STUDY

TABLE OF CONTENTS

Sums
A-1.0
A-2.0
A-4.0
A-5.0

are Schedules
Computation of Increase in Gross Revenue Requirements
Income Statement
Construction Expenditures and Gross Utility Plant in Service
Changes in Financial Position

B-5.2

Rate Base Schedules
B-2.0 Original Cost Rate Base Pro Forma Adj ustments
B-5.0 Computation of Working Capital Page l - Cash Working Capital
B-5.1 Computation of Working Capital Page 2 - Average Materials & Supplies,

Prepayments, Consumer Deposits, Consumer Energy Prepayments, and Consumer
Construction Advances
Accumulated Depreciation

Test Yea
C-1 .0
C-2.0
C-2. 1
C-2.2
C-2.3
C-2.4
C-2.4. 1
C-2.5
C-2.6
C-2.6. 1
C-2.6.2
C-2.7.0
C-2.7. 1
C~2.7.2
C-2.7.3
C-2.7.4
C-2.7.5
C-2.8
C-2.9
c-2.10
C~2.l1
C-2.11 .1
C-2.11 .2
C-2.11 .3
C-2. 12
C-2.13

r Income Statements
Adj used Test Year Income Statement
Summary of Income Statement Pro Forma Adjustments
Pro Fonda Adj ustments to Operating Expenses
Payroll Expensed - Adjustment
Payroll Taxes Expensed - Adjustment
Revenue Adjustment
Other Revenue
Purchased Power Adjustment
Payroll Adjustment
Historical Payroll
Expensed Ratio for Payroll and Payroll Taxes
Employee Benefits Adjustment
Medical
Dental
Life Insurance
Long-Term Disability
Defined Benefit Pension Plan
RateCase Expense Adjustment
Depreciation Expense Adj vestment
Property Tax Adjustment
Payroll Taxes Adjustment
FICA Taxes
Federal Unemployment Taxes
State Unemployment Taxes
Donations -.- Other Deductions Adjustment
Interest Expense Adj vestment
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GARKANE ELECTRIC COOPERATIVE, INC.

TABLE OF CONTENTS (Continued)

Cost of Capital
D-2.0 Cost of Debt -- Includes Pro Forma Adjustment to Interest Expense
D-2.1 Weighted Interest Rate

Financial Statements and Statistical Schedules
E-l .0 Comparative Balance Sheets
E- l . l Reclassifications to Test Year Balance Sheet
E-2.0 Comparative Income Statements
E-5.0 Plant Balances
E-6.0 Comparative Departmental Operating Income Statements
E-7.0 Operating Statistics - By Form 7 Revenue Classes
E-7. l Operating Statistics - Billed Consumers by Rate Schedule
E-7.2 Operating Statistics - kph Sold by Rate Schedule
E-7.3 Operating Statistics - Base Revenue by Rate Schedule
E-7.4 Operating Statistics - PCA Revenue by Rate Schedule
E-7.5 Operating Statistics ,.- Total Revenue by Rate Schedule
E~7.6 Operating Statistics - Calculation of Adjusted Test Year Revenue - Utah
E-7.6.l Operating Statistics - Calculation of Adjusted Test Year Revenue - Arizona
E-7.7 Operating Statistics - Calculation of Adjusted Special Adjustment Charge
E-7.8 Operating Statistics .- Calculation of Adj used Wholesale Power Cost Adjustment
E-7.9 Operating Statistics - Purchased Power
E-7.10 Operating Statistics - Purchased Power - Adjusted
E-9.0 Notes to Financial Statements

Projections and Forecasts
F-1 .0 Projected Income Statements - Present & Proposed Rates
F-2.0 Projected Charges in Financial Position
F-3.0 Projected Construction Requirements
F-4.0 Assumptions Used in Developing Projections

Cost of Service Analyses
G-1.0 Existing Rates - Cost Allocation Summary
G-2.0 Proposed Rates - Cost Allocation Summary

Existing Rates - Cost of Service Allocation - Rate Base
Existing Rates - Cost of Service Allocation - Plant
Existing Rates - Cost of Service Allocation - Expenses
Existing Rates - Cost of Service Allocation - Payroll
Existing Rates - Cost of Service Allocation - Interest
Existing Rates - Cost of Service Allocation - Revenues
Unbundled Costs with Return - Components of Rate Base
Unbundled Costs with Return - Components of Plant
Unbundled Costs with Return - Summary of Components of Exp.
Unbundled Costs with Return - Components of Expense
Derivation of Allocation Factors
Existing Rates - Allocation Factors

G-3.1
G-4.0
G-4.1
G-4.2
G-4.3
G-5.0
G-5.1
G-6.0
G-6.1
G-7.0
G-7.1
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GARKANE ELECTRIC COOPERATIVE, INC.

TABLE OF CONTENTS (Continued)

Effect of Proposed Tariff Schedules

H-2.1 .1
H-2.1 .2

.3

q.J

Rate Change Summary
Analysis of Revenue by Detailed Class
Calculation of Proposed Revenue Utah
Calculation of Proposed Revenue - Arizona
Adj used PCA Base Cost
Proposed Wholesale Power Cost Adjustment
Changes in Representative Rate Schedules
Typical Bill Analysis - Residential - Arizona
Typical Bill Analysis - Residential - Twin Cities
Typical Bill Analysis - General Service No. l - Arizona
Typical Bill Analysis -. General Service No. l - Colorado City
Typical Bill Analysis - General Service No. 2 - Arizona
Typical Bill Analysis -. General Service No. 2 - Colorado City
Typical Bill Analysis - Public Buildings & Authorities General Service No. l _
Arizona
Typical Bill Analysis Public Buildings & Authorities General Service No. l .-..
Colorado City
Typical Bill Analysis - Public Buildings & Authorities General Service No. 2 -
Colorado City
Typical Bill Analysis - Street & Security Lighting
Bill Frequency Analysis - Residential - Arizona
Bill Frequency Analysis - Residential Colorado City
Bill Frequency Analysis - General Service No. l - Arizona
Bill Frequency Analysis - General Service No. l Colorado City
Bill Frequency Analysis - General Service No. 2 - Arizona
Bill Frequency Anaiysis - General Service No. 2 - Colorado City
Bill Frequency Analysis - Public Buildings & Authorities General Service No. l
Arizona
Bill Frequency Analysis .-- Public Buildings & Authorities General Service No. l
Colorado City
Bill Frequency Analysis - Public Buildings & Authorities General Service No. 2
Colorado City

Allocation of Monthly Demand Sum of Member CP
Class Load Factor - Sum of Member CP
Monthly Class Demand Allocation- Sum of Member CP
Allocation of Monthly Demand- Sum of G&T CP
Class Load Factor Sum of G&T CP
Monthly Class Demand Allocation - Sum of G&T CP
Consumers by Phase
Account 364 and 365 Overhead Distribution Line
Account 367 - Underground Distribution Line
Account 368 - Transformers
Account 368 - Transformers .. CPR
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coò a98° 38'3E5° om o m m o o mn m o ¢o o r ~
v m N 8 d dL0*"=.1',q,.f.0(D

'=t
G)

-

ooc:)E*89E»'°3E=9r-Loomoooowr
cqNq-<rcq<:!<~f>IOl*-I*C)LfJCD\.u°3(\l(.0L0C)t' 3 v"-

6

c*Jo 896`8°39m
<:>acouocac:>n
u'J,_61-~=.rc>c:3
m m v o acoo

of

l*-C]EIQ8Q6689C5)
m a v m o o m
<:>_\._n~1-<:>ov-
,-pq¢q8\t)¢.31-nw1-,_Tcoc>

of

m o $ 8 8 8 m
oocaouoocmacq
m m v v o o
c o m v g o a

m,*¢oca<I- 1"
oi

L
°= 8.aE I\
4:u
dl
w

w o 8 8 8 8 m~<:r<::coooo<:>nI*-dCO*II'C)C)Cl)
m a n n - 8 a om n v w Q

C)

c~Ic:>a9~2."3§°39v-1"CJC\}(DO€D(D
o u i m w r o a m
1-cncvc'u'>c:
WIl0("J i.DO

GO

<oc:8~8'-8'8̀ ~8.<oo a m oo o o wenc,-§°o"=d-oc:
c:><~o 1.n8oo

q- W

of

o O
an ca ̀ 5\ ̀ a~ 89 39 au
ggggggwm N ¢4 3 45 cs
LT cu (") q- (D CD

¢ r-
of

oLoc:>?a~8"°3839'4-n o m o o o o mm . ( \ l qO©-LO ca .. .m m m m o o("}q.(DO
T*

cm

E
O..
l\-
T"
of
Lf)
T-
o
N"-.
of
N""-.
LQ

<r
3 9

|\
--<;>898'388§'cuenc::~c:>ooc:»c:o>
<:r_©n<r<: :»or-
4 - c n N c ' d d
¢ o = - L n g n o o

G)

cu0>'369398m
o r v v o c z a v-ca o .
(Dl*-(\lq,L!'.'CD

O)

~:r¢:>̀e:3 889r-g o t - o o o o m
1 - q - ( 0 8 8 9

11- v.-

CT)

m 9 8 8 8 8  m
o o o m o o o o m

c\lcor-8l.r5dIO\"(").9.(DCD

of

nc:898'3898l5°~1n
o o o o o o o o o c u
|'..*F__:q-d'CJC)
n m cd g czi cj
1" W"¢(OC.1q- T"

of(IJ
w
2
Ol[L
O
E
q

<r
we
|\

¢:.:¢:I8'388989--| -o ccooo csm
r~;.4:"11qc!co
N  435 -800q(q§'1l'¢00
iv* q - 1 -

cri

m 9398988-=rLo o m oo o c wu)1;£0'q(1)(:)¢')
\-(q 10<3L0€)q@@ @O

of

m o nco o m oo o o cvuG>¢6r~-4-oo
o<rc:>8<::o1- mq.coo

m

u':o3~8°~̀ é"8'8'9oor-c>c.oooc:>om<1-Ci1n<:~<:.=c>\~
cncuoo8=.nc:»n v © o

q- 1-
m

o>c>̀ .55'<̀ 8s9?>96~'3ao
m o  v  oo  o  o  w

T' (*)'q.(DC)

GJ
1.

I

x
.9
*.

<.>
3
LU
2
r-
<
m
LLI
m
o
o
o
>-
<3
Mr
\.Ll
z
LU

o
r:
3
W

o
N

cnc:>5~98'9-§°~8<rm o m m o o oCH}(,f y""9'C)(D|"-
<\1cou:>odo¥0 Q_ q 8 4 9 9m ~=.r 1"-

of

9 8 8 8 8 8 :
F 6 co wr o o et:
1" N 1- 8 In o
q co ea v m o

m

<:>c>8~989I39̀ 89 o>
Lo cm co oo ca o co
c > o § ( o < : o o
o m m o o
\- n ,coc:»

-=r 1-

cn

1-c:»393*96989ooc>c:>ooooc:>c:<rm @ m ¢ o o v
coo-<1-8u>o® W© © G

r"-
<4
cm

N O q- of O o Of

q- we (D o

cl

Q oLm Q 39 89 8*~ 3- Lo
co I co v a Cb

l.LI
z
<
x
1
<
(D

z
Q
|-
<
o

8 B.
2  o
Q n:2 la
< m
5 Em m
Q E
Ia u.
w O
8  2
o 3> um
. J

I -
z
o

<r<rr\
I-oEs'38'3l<s°3l<39cuuoocnooooca
£o£or-€*c>c:>f\-CJ..<I (DC)
O r v * q 1.-

of

ws-o89895'93`ov
r - o o o a o o o oLD€"§4""dC'J(D<1'
I " - I \ l l - 8 L OC )
m c o n , d . \ . n o

of

" I
C
O
'63
as

M l
(_)
LU
O
w
G)
Q.

E

mo 69392s98,'3oor - o c s o o o o cu
oqnLQ<1-cQQo°»~<r<-C°oo

048490

of

c>o89898-6'~LrJ
8 9 8 3 8 8 0 0*g)mv-m8LnQ

cm

Of) CD 39 89 BQ 39 v'
N o q- m a o C\!
f*- .  q q- O O- (\l o . .
p.. ("} cu (D Q  o

C*) q (D  o
q 1 '
m

o
(N
I\

cnc:>39E§3898mn o o oo o o cn(\|*\_€\|q-€3€2|\-
ooc ooogoocoo_~:r,q,coc:»c~'>_ -Ar 1-

m

of o  o of Q O P-

at 1" t~: 8 Ia o
F LD N v LO O

of

IO o 823 89 39 8 (Ur)
l- ~=F 1- q- a D m coomloooaw-

<r1c,.iLQ<rc:gc:.CO(\IC)8C)CJ
'¢ ..(OC3

G)

o088839`é9oo coa oooow-(\I W Q O Fv O .
* W ©® q- 1-

CJ

<rc>39?s93359 mnoooooocav-r~c,5r-wrcaa
(DC\lr"°8C3C3

'q-_<.0C34 v'
CD

.c
on.
N
E

~<r
¥ \

I-o398§388° 31- o o ooocaomo5c:>vroc:l-~
C)lf)("}8C)C3©0 _m mcal_ fr

m

cuc:>»-ooc>c:><rooogww-oc>c~'J
O5Lf)1"8lDCDn m m m 0

cm

LrJoE»"8898~E)'-o'.\
QC:|C3|:"3CDC)(D~r
*=|'06r\~==|oo
€3 €\1 €3 8 €3 C3

~<r,.coa

m

8 69 39 8,9 8- we
LO

o
of ca o v

W '_ I'°- W O O 1""
|-- a v' 8 Lo Cr:
q- N (Ur) q- co C)

<r
GJ

of Q cm of o cm N

I-- cw d 8 6 6
("J q- (O o

G)

D o-=r o s- a- 2,9 6- r-
N N Lo '¢  o c:>

NI\(D
co¢::88~'38"°33'8'r-

<=1¢\i'~:<t'=a<=>.t~
m m © o o o\ - o*m8co<::»

cl

G) ca 1-

< \- l~: 8 -.4 cs
co no v  v  m o1* *U* v"

Q)

o4c>8~'38'3 è.989v-
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Kimball 8: Roberts
AProfessional Corporation

Certif ied Public Accountants
176 North Main- P.O. Box 663

Richfield, Utah 84701

INDEPENDENT AUDITOR'S REPORT

Garkane Energy Cooperative, Inc. and Subsidiary
P.O. Box 465
Loa. Utah 84747

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of the business-type activities of
Garkane Energy Cooperative, inc. and Subsidiary as of and for the year ended December 31, 2013, and
the related statements of revenue and patronage capital and cash flows for the year then ended, which
collectively comprise the Corporation's financial statements as listed in the table of contents. These
financial statements are the responsibility of the Corporation's management. We did not audit the
financial statements of Garkane Energy Cooperative, inc. and Subsidiary for the year ended
December 31, 2012. Those financial statements were audited by other auditors whose report thereon
has been furnished to us. Our responsibility is to express an opinion on these financial statements based
on our audit.

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall financial statement presentation of the
financial statements.

2
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Garkane Energy Cooperative, Inc. and Subsidiary
Loa, Utah
Page -2-

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of Garkane Energy Cooperative, Inc. and Subsidiary at
December st, 2013 and the respective changes in consolidated financial position and consolidated cash
flows, thereof, for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements that
coilectivdy comprise the Garkane Energy Cooperative, Inc. and Subsidiary's basic financial statements.
The combining financial statements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining financial statements have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 14,
2014, on our consideration of Garkane Energy Cooperative Inc. and Subsidiary's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Garkane Energy Cooperative inc. and Subsidiary's internal control over financial reporting and
compliance.

. .,*
KM LL a. ROBERTS, p. c.
Certified Public Accountant

410-6¢l2@'

February 14, 2014
Richfield, Utah
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

December 81, 2018 and 2012

ASSETS 2013 2012
Utility Plant:

Electric Plant in Service, At Cost
Construction Work-in-Progress

97,518,738
4,906,869

93,949,823
1,789,535

Total

Less: Accumulated Depreciation

102,423,607

(37,792,648)

64,630,964

95,739,358

(35,046,296)

60,693,062Net Utility Plant

Property and investments, At Cost:
Non~Utility Property - Net
Investments in Associated Companies
Other Investments

2,048,431
1 ,758,281

315,879

1 ,951 ,622
1,708,044

330,873

Total Properly and Investments, At Cost 4,120,091 3,990,539

Current Assets:
Cash in Banks
Accounts Receivable
Allowance for Doubtful Accounts
Materials and Supplies (Average Cost)
Other Current Assets

2,423,262
4,350,106
(149,512)

2,919,253
188,598

3,422,403
2,640,765
(149,101)

3,220,908
140,685

Total Current Assets 9,731 ,707

78,482,752

9,275,660

73,959,261TOTAL ASSETS

EQUITIES AND LIABILITIES
Equities and Margins:

Patrons Capita! 35,635,762 32,416,106

Long~Term Debt:
CFC Mortgage Notes 31,791,158 31,331,318

Other Noncurrent Liabilities:
Accumulated Operating Provisions
Deferred income Tax Liability (Propane)

1,724,788
412,897

Total Other Noncurrent Liabilities

1,881 ,316
441 ,865 .

2,323,181 2,137,685

Current Liabilities:
Accoun.ts Payable
Customer Deposits
Current Maturities of Long-Term Debt
Other Current and Accrued Liabilities

2,542,220
707,536

1 ,531 ,758
1 ,824,462

1 ,868,251
683,602

1 ,438,546
1 ,934,887

Total Current Liabilities

Deferred Credits

6,605,976

2,126,685

78,482,762

5,925,286

2,148,866

73,959,261TOTAL EQUITIES AND LIABILITIES

The notes to the financial statements are an integral part of this statement.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOUDATED STATEMENTS OF REVENUE AND PATRONAGE CAPITAL

For the Years Ended December 31, 201a and 2012

2013 2012
Operating Revenues:

Electricity Sales
Propane Sales

23,638,000
2,754,171

22,053,574
2,155,789

Total Operating Revenues 26,392,171 24,209,363

Operating Expenses:
Power Production
Cost of Purchased Power
Cost of Propane Sales
Transmission Expenses
Distribution Expenses - Operation
Distribution Expenses - Maintenance
Consumer Accounts
Customer Service Informational Expense
Sales Expenses
Administrative and General Expense
Depreciation and Amortization Expense
Taxes
Interest on Long-Term Debt
Other Interest
Other Deductions

533,418
8,052,288
1 ,728,084

254,926
829,486

1,021 ,442
820,564
90,363
24,262

4,930,058
2,917,614

650,107
1 .330,259

19,770
27,209

361 ,547
7,171 ,567
1 ,426,939

396,931
837,597

1,199,253
807,052

91,126
11,567

4,661 , 158
2,782,004

638,121
1,413,272

26,968
22,427

Total Operating Expenses and Interest 23,229,850 21,847,529

Net Operating Margins (Deficit) 3,182,321 2,361,834

Non-Operating Margins:
Interest Income
Gain (Loss) on Disposition of Property
Amortized Gain On RUS Loan Discount
Amortized Gain From Impact Fees
Miscellaneous Non-Operating income
Net Income From Other Operations

4a,403
136,749
54,948

307,949
6,819

18,575

38,187
28,193
54,948

272,163
13,638
15,602

Total Non-Operating Margins

Other Capital Credits and Allocations

422,731._

131,849

Net Income Before Taxes

Provlslon for Income Taxes

568,443_

133,633

3,864,397

(148,096)

3,716,301

32,416,106

(496,645)

35,635,762

2,916,414

(137,796)

2,778,618

30,132,725

(495,237)

32,416,106

Net Margins for Period

Patronage Capital - Beginning of Year

Retirement of Capital Credits

Patronage Capital - End of Year

The notes to the financial statements are an integral part of this statement.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
For The Years Ended December 31, 201a and 2012

2013 2012

3,716,301 2,778,618

2,917,614 2,782,004

(1 ,708,930)
301 ,655
(47,913)

548,082
(132,457)
(26,292)

Cash Flows from Operating Activities:
Net Margins
Adjustments to Reconcile Net Margins for Cash Flows:

Depreciation and Amortization
Increase (Decrease) in Operating Assets:

Accounts Receivable
Inventory
Other Current and Accrued Assets

Increase (Decrease in Operating Liabilities:
Customer Deposits
Accounts Payable
Accrued Liabilities

23,934
673,969
(.110,425)

63,972
64,547

142,164

Net Cash Provided By Operating Activities 5,766,205 6,215,688

(101,558)
83,786

112,743
(495,237)

Cash Flows From Financing Activities:
Deferred Credits
Deferred Tax Liability
Accumulated Operating Provisions
Patronage Fietiremeruts
Long-Term Borrowing
Principal Payments on Long-Term Debt

(22,181 )
28,968

158,528
(496,645)

2,000,000
(1,446,948). (387,069) I

Net Cash Used for Financing Activities 219,722 l787,3a5)_

Cash Flows From Investing Activities:
Change in Property, Plant and Equipment
investment in Associated Companies
Other Investments

(6,950,325)
(50,237)
15,494

(3,961 ,462)
(52,318)

(706)

Net Cash Used in Investing Activities (6,985,068) (4,014,487)

Increase (Decrease) in Cash and Investments (999,141) 1,413,816

Cash and Investments - Beginning of Year 8,422_,403 2,008,587_

Cash and Investments - End of Year 2,423,262 3_,422,403

Supplemental information for Statement of Cash Flows:
Interest Paid

Income Tax Paid

1,383,412
117,884

1 ,440,240
12,737

The notes to the financial statements are an integral part of this statement.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE 1 . ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
This note describes various significant accounting policies related to Garkane Energy Cooperative,
Inc. (Garkane) financial statement presentation. Some accounting policies are presented with the
applicable note disclosure item.

Nature of Operations:
Garkane is a non-profit, cooperative association organized to provide retail electric service to
residential and commercial accounts in a designated service area. Garkane provides electric service
to south~central Utah and northern Arizona. Garkane's wholly owned subsidiary is Garkane Propane,
inc., which also provides propane service to south-central Utah and northern Arizona. Garkane
Propane, Inc., is a Utah corporation subject to federal and state income taxes.

Reporting Entity:
In addition to Garkane's financial statements, the financial reports of Garkane include the financial
statements of its wholly owned subsidiary, Garkane Propane, Inc. The financial statements are
presented on a consolidated basis.

Consolidating Policy:
Garkane's financial statements include a wholly owned subsidiary, Garkane Propane, Inc. The
subsidiary follows the same reporting method and year-end. Inter-entity balances and transactions
have been eliminated. The Subsidiary's condensed financial statements and description of the
consolidation are included in these notes.

Basis of Accounting and System of Accounts:
The accompanying financial statements have been prepared using the aocruai basis of accounting.
Garkane's accounting records are maintained in accordance with the Uniform System of Accounts
as prescribed by the Federal Energy Regulatory Commission.

Electric Plant, Maintenance and Depreciation: .
The electric plant is stated at the original cost of construction which includes the cost of contracted
services, direct labor, materials and overhead items less contribution from others toward the
construction of the electric plant. All additions and retirements of the plant are recorded by means of
job orders. Provision is made for depreciation on a straight-line basis. The Public Service Commission
of the state wherein the property is located is informed of the depreciation rates used (see note 5 for
depreciation detail).

When property which represents a retirement unit is replaced or removed, the average cost of such
properly as determined from the continuing property records is credited to the electric plant and such
cost, together with costs of removal less salvage is charged to the accumulated provision for
depreciation.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Maintenance and repairs, including the renewal of minor items of plant not comprising a retirement
unit, are charged to the appropriate maintenance accounts, except that repairs of transportation and
service equipment are charged to clearing accounts and redistributed to operation expenses and
other accounts.

Electric Revenues:
Operating revenues are generated through rates established by Garkane's Board of Directors.
Electrie revenue is recorded as it is billed to customers on a cyclical monthly basis. Large power users
are billed at month-end. Revenue related to power delivered to residential users which are on prior
to month-end billing cycles but not billed at month-end is not material and is not accrued.

Trade Receivables and Allowance for Doubtful Accounts:
Customer billing statements are mailed monthly. Customer bills are due to days following the billing
date. Meter disconnection begins for customers two months overdue. Delinquent balances of
disconnected customers are tracked separately. Collection agencies are used to increase collection
efforts. Customer balances are retained in case of customer reconnection, etc.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions regarding the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reported period. Actual results could
differ from those estimates.

Cash and Cash Equivalents:
For purposes of the Statement of Cash Flows, all highly liquid debt instruments purchased with a
maturity of three months or less or which are subject to demand liquidation are considered to be
cash equivalents.

Inventory:
Materials held in inventory are accounted for using the moving average cost method which is not in
excess of market. Obsolete inventory items are written off as considered necessary.

Income Tax:
Garkane is a regulated, non-profit Cooperative that is exempt from federal and state income taxes.
Garkane pays property taxes as required by local laws. The subsidiary, Garkane Propane, Inc., is a
taxable entity subject to federal and state income taxes.

Sales Tax:
Revenues are reported in the income statement net of sales tax.

9
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Date of Subsequent Event Evaluation:
Garkane's subsequent events have been evaluated through the date of financial issuance of
February 14, 2014.

NOTE PATRONAGE CAPITAL2-
Garkane is a non-stock cooperative organized to provide electric energy to its patrons. All revenues
from the sale of electric energy which exceed the costs of providing such energy are considered capital
contributions and are credited to patrons capital accounts based upon their total patronage. Margins
received from sale of goods or services other than electric energy are non-operating margins and are
credited to patron accounts at the discretion of the board according to Association by-laws. Operating
losses are not allocated to patrons. These capital accounts are payable to patrons or their successors
only at the discretion of the Board of Directors with permission of the regulatory bodies, provided,
however, that the financial condition of the Association is not impaired.

2013 2012

Patronage Capital, Beginning of Year 32,416,106 30,132,725

Additions:
Operating margins (losses)
Other Capital Credits
Nonoperating Margins

3,162,321
133,633
568,443

2,351 ,834
129,555
425,025

Deductions:
Retirement of Patronage
Provision for Income Taxes

(496,644)
(148,096)

(495,237)
(137,796)

PatronageCapital, End of Year 35,835,762 32,416,106

Under the provisions of the Mortgage Agreement, the equities and margins must equal or exceed 20%
of the total assets of the cooperative before the return to patrons of capital contributed by them can be
distributed. in addition, any distribution is generally limited to thirty percent of the patronage capital or
margins received by Garkane in the prior calendar year. The equities and margins of Garkane
approximate 45.41% for 2013 and 48.82% for 2012 of the total assets at balance sheet date.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

v

NOTE 3 . INVESTMENT IN ASSOCIATED COMPANIES
Investments in the associated companies include the following notes receivable:

% Earnings Maturity 2013 2012

4 I
Ji .

I

Patronage Capital Credits - CFC
Capital Term Certificates - CFC
Class A Membership - CFC
Member Capital Securities - CFC

0.0

0.0 o 5.0

5.0
7.5

Varies
2080
2070
2044

679,873
1 ,027/408

1 ,too
50,000

622,440
1 ,034,604

1 ,too
50,000

Total 1,758,281 1 ,708,044
i

i

NOTE 4- ELECTRIC PLANT AND DEPRECIATION PROCEDURES 3

Depreciation is calculated on a straight~line basis using the rates disclosed below. Major classes of

electric plant at December 31, 2013 and 2012 are as follows:

2013 2012

Production Plant

Transmission Plant

Distribution Plant

General Plant

7,013,251
20,102,341
56,457,294
13,943,852

7,013,261
20,010,808
53,657,565
13,268,200

Total Electric Plant in Service 97,516,738 98,949,824

Construction Work-in~progress 4,906,869 1 ,779,535

Total 102,423,807 95,739,859

Accumulated Depreciation 37,792,643 35,046,296
r

Anrnud Depreciation 2,821 ,804 2,782,004

11
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

E NOTE 4- ELECTRIC PLANT AND OEPREClANON PROCEDURES (CONTINUED)
Provision has been made for depreciation of the classified plant in sen/ice on a straight-line basis

as follows:

\
I
a

I
3
I

"2.00 - 3.79
*2.7o

*2.oo - 4.10
¥
5
1

i 4

Depreciation - Hydraulic Production Plant
Depreciation Transmission Plant
Depreciation - Distribution Plant
General Plant:

Structures and Improvements
office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools, Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Depreciation Non-Utility Propane Plant 2.00

3.30
10.00
14.25
10.00
10.00
10.00
12.00
10.00
10.00
10.00

NOTE 5- OTHER INVESTMENTS
Garkane has the following other investments:

2013 2012

Deferred Compensation Homestead Funds
Zions Bank - WARM Fund
Operation Round-up®

178,096
122,967
14,316

179,625
137,434
13,814_

Total Other Investments 815,379 330,873

NOTE 6- DEPOSITS AND INVESTMENTS
Deposits and investments of Garkane have various levels of risk, insurance, collateral, etc.
The following summarizes Garkane's deposits and investments.

2013 2012

Demand Deposits

Petty Cash
2,421 ,662

1,4800

3,422,058
350

Total Cash and Investments 2,423,262 _3,422,408

Balance Sheet Presentation;
Current Assets, Cash 2,423,262 3,422,403

12



GARKANE ENERGY COOPERATWE, me. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 6- DEPOSITS AND INVESTMENTS (CONTINUED)
All cash and temporary cash investments may be liquidated on demand. Cash and cash equivalents
consist of cash on hand and in checking accounts, repurchase agreement (sweep) accounts,
certificates of deposit, and money market funds. The carrying amounts for cash and cash equivalents,
which amount to approximate fair market value, were $2,428,262 at December 31, 2013 and $3,422,408
at December 31, 2012. Significant concentrations of deposits exceed federally insured deposit limits.
The repurchase agreements hold highly rated bonds, governments securities, etc. for the collateral
on those accounts.

NOTE 7 _ DEFERRED CREDITS
The following is a summary of deferred credits as of December 31, 2013 and 2012,

2013 2012

WARM Program - Unwashed Capital Credit Checks
WARM Program - Customer Donations
Unamortized Impact Fees
Unamortized Gain on Reacquired Debt

120,566
110

1 ,542,258
463,751

137,484
280

1 ,492,452
518,699

2,126,685 2,148,866

NOTE 8 s LONG TERM DEBT
Garkane has 34 mortgage notes with the National Rural Utilities Cooperative Finance Corporation
(CFC). These notes are fixed or variable interest rates with maturity dates ranging from year 2013 to
2043. Current year-end interest rates range between 3.20% and 6.11 %. Payments to service debt
obligations are made quarterly. Substantially all assets are pledged as security for long-term debt to
CFC. Garkane has an agreement with the United States Department of Agriculture Division of Rural
Utility Semces to guarantee the debt.

Balance
Dec 81, 2012 Additions Deletions

Balance
Dec 31, 2013

Current
Portion

a

32 CFC Notes 82,769,864 2,000,000 1 ,446,948 33,822,916 1531,758

13



GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 8 I LONG TERM DEBT (CONTINUED)

_Principal Interest Total

2014
2015
2o16
2017
2018
2019-2023
2024-2028
2029-2033
2034-2037
2038-2043

1 ,531 ,758
1 ,571,770
1 ,6oo.a3a
1 ,568,624
1 ,597,784
7,889,715
6,894,814
6,840,772
3,590,369

436,976

1 ,4S5,352
1 ,397,226
1 ,329,787
1 ,260,718
1 ,191 ,sos
4,878,519
3,244,088
1560.335

395,377
28,416

2,997,110
2,968,996
2,930,070
2,829,342
2,789,417

12,768,235
10,138,882
8,301,107
3,985,746

465,392

Total 33,322,916 15.851 ,381 50,174,297

Garkane has a line of credit with CFC. The authorized amount was $5,000,000 at December 31, 201a
and 2012. As of December 31, 2013, the balance owed on the credit line was $0.00 at December 31,
2013 and 2012. Applicable interest rates are charged on the current line of credit when advanced to
Garkane. in addition to the line of credit mentioned above, Garkane has $14,000,000 of unadvanced
loan funds available from CFC at year-end.

NOTE 9 - PENSION AND POSTRETIREMENT BENEFITS
Garkane provides pension and postretirement benefits to its employees. Retirement and insurance
benefits are provided through NRECA Retirement Program for all full-time employees 21 years of age
or older with at least one year of employment with the Association. There are two types of pension
plans and a postretirement health care benefit plan.

a. DeHned 8eneHt Retirement Plan
Pension benefits are provided through the National Rural Electric Cooperative Association's (NRECA)
multi-employer defined benefit pension plan, designed to provide employees a certain benefit level
upon retirement. In this multi-employer plan, a "zone status" determination is not required, and
therefore not determined, under the Pension Protection Act (PPA) of 2006. In addition, the accumulated
benefit obligations and the Plan assets are not determined or allocated separately by individual
employer. Because the provision of the PPA does not apply to the Plan, funding improvement plans and
surcharges are not applicable. Future contribution requirements are determined each year as part of
the actuarial valuation of the Plan and may change as a result of Plan experience. The benefit level for
2013 was 1.7% multiplied by the highest five years salary average multiplied by the years of service.
Employees hired after December 1, 2012 have a benefit level of 1.5%.

14



GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 9 » PENSION AND POSTRETIREMENT BENEFITS (CONTlNUED)
Garkane recognized expense related to the Plan in 2013 and 2012 of $1 ,027,853 and $761 ,651 ,
respectively, representing full service costs. All past service costs have been fully funded or accrued.
The expected contribution for the year 2014 reflecting inflation is $952,000. Expected contribution
amounts beyond 2014 are not available.

b. Defined Contribution Plan
Garkane's has three provisions for retirement depending on the employee's years of employment.
Garkane employees with at least one year of employment, participate in a contributory NRECA
savings plan to which Garkane contributed 0.92% of base salary, with a 0.00% match. New employees,
hired after December 1, 2012 receive a 2.0% of base salary and a 3.0%match of the base salary after
one year of employment (no new employees qualified for this match in 2013). New employees receive
2.0% of base contribution into a savings account for the first year of employment. Expenses related to
these plans for 2013 and 2012 were $45,111 and $160,772, respectfully.

c. Personal Leave
Garkane combined sick leave, vacation leave, and holiday pay into one category entitled personal
leave. The accumulated personal leave maximum account balance is 800 hours. Upon termination
or retirement Garkane will pay 100% of the unused amount of the accrued liability at the employee's
current wage rate. in the event of death, 1 oo% of the unused amount will be paid to the designated
beneficiaries of the employee. During the month of January employees can elect to sell back to
Garkane 50% of their unused leave up to 100 hours. Employees can contribute the sell-back amount
to their 401 K, HSA account, or any combination including cash. The amount of sell-back related to
this plan was $99,250 in 2013 and $108,474 in 2012. Accrued personal leave and compensated
absences for years ending December 31, 2013 and 2012 are $2,243,255 and $1,196,903, respectively.

d. Defined Benefit Postrerirement Medical Insurance Plan
Garkane sponsors a defined benefit postretirement plan covering both salaried and non-salaried
employees. The plan provides health care benefits for employees for 42 months. A 2.0% trend for
health care benefits costs is assumed. Garkane has elected to pay the benefits as they come due
and will not fund the projected liability. However, Garkane has accrued the estimated liability for
December 31, 2013 at $1,749,200 and December 31, 2012 at $1,e27,632.

e. Deferred Compensation
Employees that meet requirements will receive deferred compensation. Garkane has accrued $17,218
in 2013 and $7,875 in 2012. The overall deferred compensation accrual for years ending December 31 ,
2013 and 2012 are $178,096 and $179,625, respectively.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 10 in COMMITMENTS

a. Deseret Power

Under its current wholesale power contract, Garkane is committed to purchase all of its electric
power requirements from Deseret Generation and Transmission Cooperative (Deseret) under the
terms and conditions of the Deseret Obligations Restructuring Agreement (ORA) dated October 16,
1996. Garkane still retains ownership at its Western Area Power Administration (WAPA) contract. This
.contract was assigned to Deseret in 2001 but can be taken back on a thirty day notice. Garkane retains
ownership in its own hydro~generation facilities, however, Deseret includes these two resources in their
total resource pool. Deseret then credits Garkane for these two sources on Garkane's bill from the
gross amount purchased from Deseret under the terms and conditions of Rate Schedule A as contained
in the Resource Integration Agreement between Deseret and Garkane effective April 1, 1996, and the

,Wholesale Power Contract effective April 1, 1996. .

b. Intermountain Power Agency Agreement
Under the terms of the power sales contract with the Intermountain Power Agency (IpA), the Association
has contracted to receive up to a 1.267% share of the total power output from the Intermountain
power Project (APP) and has joined with other Utah municipal and cooperative electric suppliers and
entered into a joint contract with various California Cities (Burbank, Glendale, Pasadena, and Los
Angeles) to purchase the excess power not used by the Utah suppliers. Deseret Power also has the
right to withdraw the member allocation or portion thereof, if necessary, in providing power needs to
the member. The Association would be responsible, in the event of a shutdown of the APP plant, for
1.267%of the debt service associated with the plant as well as 1.267% of the maintenance of the
facility. This responsibility would be effective two years after such a shutdown.

NOTE 11 l RISK MANAGEMENT
Garkane is exposed to various risks of loss related to torts, theft or damage to assets, errors and
omissions. injuries to employees and natural disasters. The Company addresses these risks with
insurance. The Federated Rural Electric insurance Corporation insures for general, automobile,
personal injury, errors or omissions, directors. officers, and manager liabilities up to $10,000,000 per
occurrence. An all risk blanket policy for automobile and general liability of $2,000,000 and a
commercial umbrella policy of $7,000,000 are maintained. Garkane also maintains an all risk blanket
for buildings and personal property, Worker's Compensation Fund of Utah insures Garkane for
bodily injury by accident or disease caused by or aggravated by the conditions of employment.
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GARKANE ENERGY CDOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TD FINANCIAL STATEMENTS

Continued

NOTE 12 Q CURRENT LIABIUTIES
Current liabilities at year-end consist of the following categories.

2013 2012

Accounts Payable
Accounts Payable - Purchased Power
Property Taxes
PayrollTaxes
Sales, Use and Franchise Taxes

Compensated Absences

PatronageCapital Refunds

Federal and State IncomeTaxes

interestPayable

603,647
1 ,832,289

27,249
25,990

202,824
1 ,243,255

219,510
11 ,155

200,7G3

O

502,843
1 ,365,408

28,341
60,252

195,685
1 ,202,730

172,666
62,000

213,213

Total 4,366,682 3,803,138

NOTE 13 _ ACCUMULATED OPERATING PROWSIONS

Accumulated non-current liabilities at yearend consistof the followingcategories.

2018 2012

Postretirement Benefits

Deferred Compensation

1 ,703,220

178,096

1 ,545,163

179,625

Total 1,881,316 1,724,788

NOTE 14 - GARKANE PROPANE, INC. SUBSIDIARY OF GARKANE ENERGY COOPERATIVE
Garkane Propane, Inc. is a wholly owned for profit subsidiary of Garkane Energy Cooperative, Inc.
Garkane Propane, Inc. was organized under the laws of the State of Utah on November 8, 2002, and
business began on January 1, 2003. The Company has five full-time employees. Their office and
operations are located in Hatch, Utah.

On December 1 e, 2002, a Services Agreement, Subscription Agreement, Lease Agreement, Security
Agreement, Revolving Credit Agreement and Promissory Note were approved and executed by
Garkane EnergyCooperative, lnc.'s Board of Directors and the Board of Directors of Garkane Propane,
Inc.

Upon creation of Garkane Propane. Inc., assets were then transferred from Garkane Energy to
Garkane Propane. A schedule of assets transferred to the subsidiary as of January 1, 2003, referred to
as Exhibit A of the Subscription Agreement, had a book value of $1 ,530,864 and liabilities at $52,636.
These assets and liabilities were transferred for 750 shares at Garkane Propane, inc. stock. The
stock certificate is on file with Garkane Energy.
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 14 ¢ GARKANE PROPANE, INC. (CONTINUED)
The Services Agreement calls for various administrative services (accounting, management, etc.) to
be performedby Garkane Energy Ar a cost of $2,000 per month. The Lease Agreement calls for
Garkane Propane to pay Garkane Energy $2,500 per month for rented facilities.

The following are changes to the Garkane Propane's investment and condensed financial statements.

cH.AnGes gr QNVQESTMENT IN sqBslolARy 2013 2012

Investment in Subsidiary, Beginning of Year 2,283,475 2,192,668

*
Additions:

Net profit from subsidiary operations
4 *

258,475 140,807

Deductions:
Dividend paid to parent company (50,000) (50,000)

Investment in Subsidiary, End of Year 2,491,950 2,288,475

BALANCE SHEET 2013 2012

Assets:
Current Assets
Net Property, Plant and Equipment

1 ,459,027
2,046,431

1,109,904
1,951,622

Total Assets 3,505,458 3,061,526

Liabilities and Stockholders Equity:
Liabilities:

Current Liabilities
Noncurrent Liabilities
Deferred Income Tax Liability

864,641
148,867

250,849
114,305
412,897

Total Liabilities 1,013,508 778,051

Stockholders Equity:
Capital Stock
Retained Earnings

1 ,478,229
1 ,013,721

1 ,478229
805,246

2,491,950 2,283,475Total Stockholders Equity

Total Liabilities and Stockholders Equity 3,505,458 8,061 ,526
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

Continued

NOTE 14 Q GARKANE PROPANE, INC. (CONTINUED)

STATEMENT OF INCOME AND RETAINED EARNINGS 2018 2012

Operating Income
Cost of Sales

2,754,171 2,239,340
(1,456,491).

Gross Profit 2,754,171 782,849

Operating Expenses
Non-Operating Income (Expense)
Provision for Federal Income Taxes

(588,853)
3,307

(193,096) a

(508,247)
4,0o0

(187,795)

ii .

Total Expenses (733,442) (642_,042).

Net Profit 258,475 140,807

Retained Earnings - Beginning of Year 805,247 714,439

Dividends Paid (50,000) (50,000) .

Retained Earnings - End of Year 1 ,013,722 805,245

NOTE 15- ROUNDING CONVENTION
A rounding convention to the nearest whole dollar has been applied throughout this report, therefore
the precision displayed in any monetary amount is plus of minus $1. These financial statements are
computer generated and the rounding convention is applied to each amount displayed in a column,
whether detail item or total. As a result, without the overhead cost of manually balancing each column,
the sum of displayed amounts in a column may not equal the total displayed. The maximum difference
between any displayed number or total and its actual value will not be more than $1 .
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
COMBINING BALANCE SHEET

December 31, 201 a

Eliminations Consolidated
After

Eliminations
Garkane

Enefgv

Subsidiary
Garkane
Propane Consolidated DR CR

ASSET S
uaany Pham:

Electric Plan in Service, at C094
Construction Work-in-progress

97,516,738
4,906,889

97,516,738
4,906,869

97,516,728
4,906,869

Total Utility Plant, at Cost

Less: Accumulated Depredation

102,423,607

(37,792,643)

64,630,964

102,423,607

(37,792,643).

64,630,964

102,423,507

(37,792,643)

64,630,964Tata! fumy Plant . Net

2,491,950 2,491,950 A
2,045,431 2,046,431

1,758,281
315,379

Property and investments (Al Cost):
lnves\meni in Wholly Owned Subsidiary
Non-Utility Properly » Net
Investments in Associated Companies
Other Investments »

1 ,758.281
315,379

2,491,950
2.046,431
1,758,281

315,379

Toma\ Property and !nveslments, al Cost 4,565,510 2,046,431 5,612,041 2,491 ,so 4,120,091

Current Assets:
Cash in Banks
Amounts Receivable
Allowance for doubtful accounts
Materials and Supplies
Other Current Assets

1 ,574,041
3,798,037

(95,172)
2,890,167

110,607

849.221
557,069
(54,340)
29,086
77,991

2,423,262
4,350,106
(149,512)

2,919,253
188,598

2,423,262
4,350,106
(149,512)

2,919,253
188,598

Total Gutter Assets 9,731,707

78,482,762TOTAL ASSETS

8.272580

77,469,254

1 ,459.027

3,505,458

9,731,707

80,974,712 2,491,950

EQUITIES AND LIABILITIES
Equities and Margins:

Patronage Capital
Current Operating Margin
Accumulated Non-Operating Margins

25,888,424
8,457,825
6,289,513__

25,888,424
3,457,825
8,781,463

2,491,950 A 23,395,474
3,457,825
8,781 ,463

Total Equitiesand Margins 35,685,752

2,491,950

2,491,950 38,127,712 2,491 ,950 35,635,762

Long~Term uabimaesl
RUS and CFC Mortgage Notes 31,791,158 31,791,158 31,791,158

Other Noncunen! Liabilities:
Accumulated Operarhwwg Provisions
De¢emed Income Tax Liability

1 ,732,449 148,867
441,865

1 ,881,316
441 ,865

1,881,316
441,865

all

Told Other Noncurrent Liabilities 1 ,732,449 590,732 2,323,181 2,823,181

Current Liabilities:
Accounts Payable
Customer Deposits
Curred Maturities of Long~Term Debt
Other Current and AccruedLiabilities

2,216,021
692,000

1,531,758
1,743,421

326.199
15,536

2,542,220
707,536

1,531,758
1 ,824,462

»

2,542,220
707,536

1,531,758
1,824,46281,041

422,776 4
* in

6,605,976

2,126,685

Total Current Liabilities

Deferred Credits

TOTAL EoumEs AND LIABILITIES

5, 183,200

2, 126,685

77,4B9_254 3,505,458

6,605,975

2,125,685

80,974,712 2,491 .950 78,482,762

2,491 ,950

Eliminate inter-oomparsy accounts
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
COMBINING STATEMENT OF REVENUE AND PATRONAGE CAPiTAL

For the Year Ended December 31 , 201 a

i
f

jiiiminations
Garkane

Energy

Subsidiary
Garkane
Propane DR CR

Consolidated
After

Eliminations

i

.4

Operating Revenue and Patronage Capi tal 23,726,169 2,754,171

Consolidated

26,480,340 88,169 (1) 26,392,171

83
533,4 ì 8

8,052,288
1 _7e2,25s 34,169 (1)

5
;

465,460
95,810
27,383

9 54,000 (1)
v

=

a

Dperat ing Expenses:
Power Production
Cost of Purchased Power
Cost of Propane Sales
Transmission Expenses
Distribution Expenses - Operation
Distribution Expenses - Maintenance
Consumer Accounts
Customer Service Informational Expense
Sales Expenses
Administrative and General Expense
Depreciation and Amortization Expense
Taxes
Intereston Long-Term Debt
Other Interest
Cther Deductions

254,926
829,486

1 ,021 ,442
820,564
90.363
24,262

4,518,598
2,821 ,804

622,724
1330,259

19,770
27.209

533,418
8,052,288
1 ,762,253

254,926
829,486

1 ,021 ,442
820,564
90,363
24,262

4,984,058
2,917.614

650,107
1 ,330,259

19,770
27,209

533,418
8,052,288
1 ,728,084

254,926
829,486

1 ,021 ,442
820,554
90,363
24,262

4,930,058
2,917,614

550,107
'I ,330259

19,770
27,209

Total Operating Expenses and interest 20.967, 113 38.318,019 23,229,850

Net OperatingMargins (Deficit) 2,759,056

2.350.908

403,265 3,162,321 88,169

88, 169

(88,169) 3,162,321

Non-Operating Margins:
Iryfefesl Income
Gain (Loss) on Disposition of Property
Amortized Gain on RUS Loan Discount
Amortized Gain from impact Fees
Miscellaneous Non-Operating Income
Net income From Municipal Operations

41,437
135,408
54,948

307,949
6.819

18,575

1,966
1,341

43,403
136,749
54,948

307,949
6.819

18,575

43,403
136,749
54,948

307,949
6,819

18,575

565,136 3,307 568,443 568,443Total Non~Operating Margins

Other Capital credits and Allocations

Net income Before Taxes

133,638

3,457,825

Ar

88,169 (88, 169)

Provision for Federal Income Taxes

Net Income for Period 3,457,825

406,572

(148,096)

258,476

133,633

3,864,397

(148,096)

3,716,301 88,169 (88,159)

133,633

3,854,397

(148,896)

3.716.301
Patronage Capital - Beginning of Year 32,416,106

258,475

805,246 88,221 ,352 33,221 ,352

(50,000)
Earnings from Subsidiary
Dividends from Subsidiary
Retirement of Capital Credits
Eliminate Subsidiary Retuned Earnings

(495,644)

258,475
(50,000)

(496,644)

258,475
(50,000)

(496,644)
(1 ,of s,722)

Patronage Capital End of Year 35,635,762 1,013,722 36,649,484 35,635,762

(1) Sales of Propane to Parent
Lease Payments to Parent
Administrative Fee

34,169
30,000
24,000

Total 88,169
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GARKANE ENERGY COOPERATIVE, INC. AND SUBSIDIARY
COMBINING STATEMENT OF CASH FLOWS

For The Year Ended December 21, 201 a

Garkane
Energy

Subsidiary
Garkane
Propane Consolidated

3,457,825

2,821 ,804

258,476

95,810

3,716,301

2,917,614

(1 ,458,461 )
230,503
(12,344)

(250,472)
71,152

(35,569)

(1 ,708,983)
301 ,655
(47,913)

Cash Flows from Operating Activities:
Net Margins
Adjustments to Net Margin for Cash Flow:

Depreciation and Amortization
Increase (Decrease) in Operating Assets:

Accounts Receivable
inventory
Other Current and Accrued Assets

Increase (Decrease) in Operating Liabilities
Customer Deposits
Accounts Payable
Accrued Liabilities a

24,334
462,342
(66,952) C

211 ,627
(39,700).

24,334
678,969

(106,552)

Net Cash ProvidedBy Operating Activities 5,459,051 311,324 5,770,375

Cash Flows from Noncapital Financing Activities:
Increase (Decrease) in Deferred Credits
Increase (Decrease) in Deferred Tax Liability
Increase (Decrease) in Accumulated Operating Provisions

28,968
34,561

(22,181 )
28,968

152,352

Net Cash Provided By Noncapital Financing Aetivities

(22,181)

117,791

95,510 88,529 159,139

(5o,ooo)
Cash Flows From Capital and Related Financing Activities:

Subsidiary Earnings and Dividends
Long-Term Borrowing
patronage Retirements
Principal Payments on Long-Term Debt

50,000
2,000,000
(496,644)

(1 ,446,949)

2,000,000
(496,644)

(1 ,446,949)

Net Cash Used for Capita and Related Financing Activities 106,407 (50,000)_ 56,407

Cash Flows From Investing Activities:
Increase in Property Plant and Equipment
Investments in Associated Companies
(increase) Decrease in Other Investments

(6,759,704)
(50,287)
15,494

(190,615) (6,950,319)
(50,237)
15,494

Net Cash Used in Investing Activities

Increase (Decrease) in Cash and investments

Cash and Investments - Beginning of Year

Cash and Investments End of Year

(6,794,447)

(1 ,133,379)

2,707,420

1 ,574,041

(190,6t5).

184,238

714,983

849,221

(6,985,062)

(999, 141 )

3,422,403

2,423,262

1 ,333,412 1,333,412
117,884

Supplemental information for Statement of Cash Flows:
Interest Paid
Income Taxes Paid 1<l7_884
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Kimball 81 Roberts
A Professional Corporation

Certif ied Public Accountants
176 NorthMain- P.O. Box 663

Richfield, Utah 84701

INDEPENDENT AUDITOR'S REPORT_ON IN__ERNALCONTROL OVER FINANCIALREPORTING AND_
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIALSTATEMENTS

PERFORMED IN ACCORDANCEWITH GOVERNMENT AUDITING STANDARDS

Garkane Energy Cooperative, Inc. and Subsidiary
P. O. Box 465
Loa, Utah 84747

We have audited, in accordance with the auditing standards generally accepted in the United States of
America, and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the business-type
activities of Garkane Energy Cooperative, inc. and Subsidiary, as of and for the year ended December 81 ,
2013, and the related notes to the financial statements, which collectively comprise Garkane Energy
Cooperative, Inc. and Subsidiary's financial statements, and have issued our report thereon dated
February 14, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Garkane Energy
Cooperative, Inc. and Subsidiary's internal control over financial reporting (internal control) to determine
the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Garkane Energy Cooperative, Inc. and Subsidiary's internal control. Accordingly, we do not express an
opinion on the effectiveness of Garkane Energy Cooperative, Inc. and Subsidiary's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Garkane Energy Cooperative, Inc. andSubsidiary
Loa, Utah 84747
Page -2-

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Garkane Energy Cooperative, Inc. and
Subsidiary's financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncomplianceor other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the er\tity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

a

944-489 648?
KSMBAtL 8. ROBERTS, P. C.
Certified Public Accountants

February 14, 2014
Richfield, Utah
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EXHIBIT

re
1 BEFORE THE ARIZONA CORPORATION COMMISSION

2

3

4

c0Mm1ss1onERs
SUSAN BITTER SMITH, CHAIRMAN
BGB STUMP
BOB BURNS
DOUG LITTLE
TOM FORESE5

6 DOCKETi\I0. E-01891A-15-0176

7

8

9
NGTICE OF ERRATA
(SCHEDULE H-3 TO
APPLICATION)

10

11

12

IN THE MATTER OF THE APPLICATION
OF GARKANE ENERGY COOPERATIVE,
INC., AN ELECTRIC COOPERATIVE
NONPROFIT MEMBERSHIP
CORPORATION, FOR A DETERMINATION
OF THE FAIR VALUE OF ITS PROPERTY
FOR RATEMAKING PURPOSES, TO FIX A
JUST AND REASONABLE RETURN
THEREON, AND TO APPROVE RATES
DESIGNED TO DEVELOP SUCH RETURN
AND REQUEST FOR WAIVER.

Garkane Energy Cooperative, Inc. ("GEC"), by and through undersigned counsel,

14 submits a corrected Schedule H-3 that includes a comparison of GEC's miscellaneous service

15 charges. The comparison of GEC's miscellaneous service charges was inadvertently omitted

16 from the Schedule H-3 included with the original Application. The attached corrected

17 Schedule H-3 replaces the Schedule H-3 included in Attachment 6 of the Application. GEC

18 thanks Commission Staff for calling its attention to this oversight.

RESPECTFULLY SUBMITTED this of lune, 2015.

13

19

20
CURTIS, GDODWIN, SULLIVAN,
UDALL & CH 1@

4? x ,t .
8 1

21

22 ?
By: Lm"

23

24

25

William P.'Sullivan, Esq.
Morgan R. Holmes, Esq.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.

File: 2002-001-0000-0000, Desk: Notice of Errata (Sch H-3) 06 16 15; Doc#: 229932v1
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1

I hereby certify that on this J f day of June, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and
thirteen (13) copies of the above to:

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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EXHIBIT

uavizixau
BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS
SUSAN BITTER SMITH, CHAIRMAN
BOB STUMP
BQB BURNS
DOUG LITTLE
TOM FORESE

DOCKETNO. E-01891A-15-0176IN THE MATTER OF THE APPLICATION OF
GARKANE ENERGY COOPERATIVE, INC.,
AN ELECTRIC COOPERATIVE NONPROFIT
MEMBERSHIP CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS PROPERTY FOR RATEMAKING
PURPOSES, TO FIX A JUST AND
REASONABLE RETURN THEREQN, AND
TO APPROVE RATES DESIGNED TO
DEVELOP SUCH RETURN AND REQUEST
POR WAIVER.

NOTICE OF ERRATA
(SCHEDULE H-2.1.1 TO
APPLICATION)

1

2

3

4

5

6

7

8

9

10

11

12

13 Garkane Energy Cooperative, Inc. ("GEC"), by and through undersigned counsel,

14 submits a corrected Schedule H-2. 1 .l. The corrected schedule reflects the Public Building

15 rates to be the same as the appropriate General Service No. 1 rate and is consistent with the

16 corrected Schedule H-3.0 submitted June 18, 2015. The attached corrected Schedule H-2. 1.1

17 replaces the Schedule H-2. 1.1 included in Attachment 6 of the Application. GEC thanks

18 Commission Staff for bringing the matter to its attention.

19 RESPECTFULLY SUBMITTED this 3081 day of June, 2015.

20

21
By:

22

23

24

25

CURTIS, GooDwin, SULLIVAN,
UDALL & SCHWAB, P.L.C.

m o w
William P. sluivan, Es .
Moria . blues, Esq.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.

File; 2002-001-0000-0000, Desk; Notice of Errata (Sch H-2. L1), Doc#; 231053v1

mM



10

9

4

7

8

6

3

5

2

1

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

I hereby certify that on this 30"' day of June, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and
thirteen (13) copies of the above to:

",FL
,r 2 .,-=~/ -x

,»*"
3

E

*é Ht

PROOF OF AND CERTIFICATE OF MAILING

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

File: 2002-001-0000-0000, Desk: Notice of Errata (Sch H-2. Ll), Doc#: 231053v1
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EXHIBIT

HU
BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS
SUSAN BITTER SMITH, CHAIRl\/IAN
BOB STUMP
BOB BURNS
DOUG LITTLE
TOM FORESE

DOCKET NO. E-01891A-15-0176IN THE MATTER OF THE APPLICATION
OF GARKANE ENERGY COOPERATIVE,
INC., AN ELECTRIC COOPERATIVE
NONPROFIT MEMBERSHIP
CORPORATION, FOR A DETERMINATIQN
QF THE FAIR VALUE OF ITS PROPERTY
FOR RATEMAKING PURPOSES, TO FIX A
JUST AND REASONABLE RETURN
THEREON, AND TO APPROVE RATES
DESIGNED TO DEVELOP SUCH RETURN
AND REQUEST FOR WAIVER.

GARKANE'S SUPPLEMENT TO ITS
APPLICATION AND REQUEST FOR
WAIVERS

its Application filed May 29, 2015 (as corrected by Errata filed June 16, 2015 and June 30

1

2

3

4

5

6

7

8

9

10

l l

12

13 Garkane Energy Cooperative, Inc., by and through undersigned counsel, supplements

14

15 2015) with the following three (3) documents to be included as part of Attachment 3 (proposed

16 tariffs):

17 l. Electric Service Regulations,

18 2. Curtailment Plan, and

19 3. Proposed Line Extension Policy.

20 This filing also serves to satisfy the requirement of the July 2, 2015 Rate Case

21 Procedural Order that Garkane file, on or before August 7> 2015, copies of its revised and

22 corrected Electric Service Regulations.

23

24

25 /

/ / /

/ /

File: 2002-001-0000-0000, Desk: Supplement to Application; Dock#: 233859v1
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16
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17

13

14

15
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2

6

3

5

7

9

8

1

I hereby certify that on this 29"' day of July, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and
thirteen (13) copies of the above to:

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

l fif . s
I I

1 1: E J 1" .- .3 . » .

RESPECTFULLY SUBMITTED this 29"' day of July, 2015.

PROOF OF AND CERTIFICATE OF MAILING

4"
:I_,,

By:

CURTIS, GOODWIN, SULLIVAN,
UDALL & scHw .p.

William P. Sullivan, Esq.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.
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22

23

24

25

File: 2002-001-0000-0000, Desk: Supplement to Applicaiou, Doth 233859v1
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GARKANE ENERGY COOPERATIVE, INC.

Loa, Utah 84747

ELECTRIC SERVICE REGULATIONS

STATE OF ARIZONA

1. These Rules and Regulations are designed to govern the supply, receipt and
utilization of electric service from Garkane Energy Cooperative, Inc. ("Company" or
"Cooperative") in Arizona consistent with the safe and reliable service practices.
4

2. These Rules and Regulations and all Rate Schedules are on tile in the office of the
Company, and copies are obtainable by any customer without charge upon request.

q.

8. These Rules and Regulations are subject to revision from time to time and
supersede all regulations which may heretofore have governed the supplying and taking of
Company's electric service. They are subject to the jurisdiction of the Arizona Corporation
Commission ("ACC" or "the Commission").

DEFINITIONS

4. The following expressions, when used in these Rules and Regulations, in Rate
Schedules, and in Service Agreements, shall, unless otherwise indicated, have the meanings
given below:

5. Customer. Any individual, partnership, association, firm, public or private
corporation or governmental agency receiving Company's service at any specified location.

Company. Garkane Energy Cooperative, Inc.

7. Electric_Service. The availability of electric power and energy, irrespective of
whether any electric power and energy is actually used. Supplying of service by Company
consists of the maintenance by the Company at the point of delivery of approximately the
established voltage and frequency by means of facilities adequate for carrying Customer's proper
load.

8.̀ Point of Deliygqy, Custonler's service terminal, or the point where the
Company's wires are joined to Customer's wires or apparatus, unless otherwise specified in
Customer's Service Agreement.

9. Customer's Installation, In general, all wiring, appliances and apparatus of any
kind or nature on Customer's side of the Point of Delivery (except Company's meter installation)
useful in connection with Customer's ability to take electric service.

1

6.
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10. Service Facilities..

(a) Service Drop. The wires owned by Company coimeciing Company's
distribution system to Customer's service entrance conductors.

(b) Service Entrance Conductors. The portion of Customer's installation to
which Company's Service Drop is connected.

ll. Mont_h_.An interval of approximately thirty (30) days between successive meter
reading dates, except when the calendar month is specified.

12. Service Agreement. The agreement or contract between Company and Customer
pursuant to which service is supplied and taken.

13. Connected Load, The combined nominal rated capacity of all motors, or other
energy consuming devices, installed on Customer's premises, which may be operated with
energy supplied by Company.

14.
750 watts.

Horsepower. The term horsepower shall be construed to mean the equivalent to

15. Notice. Unless otherwise specified, a written notification delivered personally or
mailed by one party to the other at such other party's last known address, the period of notice
being computed from the date of such personal delivery or mailing.

16. Meter. The meter or meters, together with auxiliary devices, if any, constituting
the complete installation needed to measure the power and energy supplied to any individual
Customer at a single point of delivery.

17. Customer Extension. Any branch from, or continuation of, an existing line to the
point of delivery to Customer, including increase in capacity of any of the Company's existing
facilities, or the changing of any line to meet Customer's requirements and including all
transformers, service drop, and meters .

18. Standby Service. Standby service shall be construed to mean service to a load for
which Customer has available an alternative source of power other than that provided by
Company.

SERVICE AGREEMENTS

19. Form and Execution of Service Agreements. Each applicant for service shall
make a written application therefore, on the Company's standard font, or execute a formal
contract. The Company's standard application form, when signed by the Company's authorized
representative as well as the Customer, becomes a binding Service Agreement.

20, Term of Service Agreement. Unless otherwise provided, service agreements are
to continue in effect for an initial period of one (1) year where a new service is provided,

2
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21. Expiration or Renewal of Service Agreements. Unless otherwise provided,
each Service Agreement will automatically extend it expiration date for additional successive
periods of one (1) year each, unless and until either party has notified the other in vwiting not less
than thirty (30) days prior to the end of any such period of its desire to terminate such agreement.

22. Company's Right to Cancel Service Agreement or to Terminate or Suspend
Service. The Company may suspend or terminate service for the reasons and pursuant to the
procedures specified in Commission Rule R14-2-221 .

23. Change of Address of Customer.

(a) When Customer changes his address he shall give notice thereof to Company
at least three (3) working days prior to the date of change. Customer will be held responsible for
all service supplied to the vacated premises until such notice has been received and Company has
had a reasonable time, but not less than three (3) working days, to discontinue service.

(b) If Customer moves to an address at which he requires electric service for any
purpose specified in this Service Agreement, and at which address Company has such service
available under the same rate schedule, the notice shall be considered as Customer's request that
Company transfer such service to the new address, but if Company does not have such service
available at the new address the old Service Agreement shall be considered cancelled.

(c) If Company has service available at the new address to which a different rate
schedule applies, a new Service Agreement, including the applicable Rate Schedule, will be
offered to Customer. Company will make transfers of service as promptly as reasonably possible
after receipt of notice.

24. Successors and Assigns. Service Agreements shall inure to the benefit of and be
binding upon the respective heirs, legal representatives, and successors by operation of law, of
the parties thereto, but shall be voluntarily assignable by either party only with the written
consent of the other, except that Company may, without Customer's consent, assign any Service
Agreement to any person or corporation, in any lawful way acquiring or operating all or any part
of the Company's property used in supplying service under such agreement.

SUPP_LYING AND TAKING OF SERVICE.

25. Povyer Supply. Alternating current at approximately sixty (60) cycles. Secondary
distribution voltages are available at nominal 120/240 volts and 240/480 volts single phase, or
120/208 volts and 277/480 volts three phase. Loads shall be equally balanced between the
available phases.

26. Supplv of Service.. Service will be supplied only under and pursuant to these
service regulations, and any modifications or additions thereto lawfully made, and such
applicable rate or rates as may from time to time be lawfully fixed. Service will be supplied
under a given Rate Schedule only at such points of delivery as are adjacent to facilities of the
Company adequate and suitable as to capacity and voltage for the service desired. Otherwise,
special agreements between Customer and Company may be required.

3
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27. Continuity of Service. Company will use reasonable diligence to supply steady
and continuous service, but does not guarantee the service against irregularities or interruptions.
Company shall not be liable to Customer for any damages occasioned by service irregularities or
interruptions.

If compliance with orders or formal requests of any governmental agency, curtailing or
diverting Company's available electric power resources make it impossible for Company to
supply the full electric power requirements of all its Customers, Company shall not be liable for
any injury or loss caused by the resultant curtailment, iii whole or in part, of its supply to any
Customer. If any such curtailment reduces the amount of power available to a Customer below
the minimum amount contracted for, such Customer shall be relieved of the obligation to pay
more than the amount of power from time to time made available by Company.

Inability on the part of the Company to meet its contractual obligations to any Customer,
when such inability is due to Company's compliance with an order or formal request of a
governmental agency, shall not constitute default on the part of Company as to any contract or
agreement, and any contract or agreement affected by such compliance shall remain in full force
and effect except as necessarily modified during the effective period of such order or formal
request.

28. Suspension of S91;vice for Repairs and Changes.

Service intemiptions may occur. Customer is responsible for installing and maintaining
protective devices as are recommended or required by the most current edition of the National
Electrical Code and other such devices as are necessary or advisable to protect Customer's
equipment or process during irregular or interrupted service including, but not limited to, voltage
and wave form irregularities, or the failure of part or all of the electrical service. When
interruptions do occur the Cooperative shall re-establish service as soon as practicable.

The Cooperative may interrupt service to provide necessary civil defense or other
emergency service in the event of a national emergency or local disaster. The Cooperative may
also interrupt service as necessary for maintenance, repairs, construction, moving of buildings or
oversized objects, relocation or changes of facilities, to prevent or alleviate an emergency which
may disrupt operation of all or any portion of the Cooperative's system, to lessen or remove risk
of harm to life or property, to aid in the restoration of electric service, and on occasions when the
Cooperative's wholesale power suppliers, or any of them, fails to deliver sufficient power and/or
energy to the Cooperative.

29. Use 0_f_service.

(a) Service shall be supplied directly to Customer through Company's own meter,
and shall be used by Customer only for the purposes specified in and in accordance with the
provisions of the Service Agreement. Service shall be for Customer's use only, and under no

circumstances may Customer or Customer's agent, or any purpose of re-metering or reselling or
otherwise disposing of service supplied Customer to lessees, tenants or others, except in

4
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accordance with the Service Agreement of Company which specifically authorizes such use of
the service. In no case shall Customer, except with the consent of Company, extend or connect
his installation to lines across or under any street, alley, lane, court or avenue, or other public or

private space in order to obtain service for adjacent property through one (1) meter, even though
such adjacent property may be owned by Customer. In case of such unauthorized re-metering,
sale, extension, or other disposition of service, Company may immediately discontinue the
supplying of service to Customer until such unauthorized re-metering, sale, or act is discontinued
and full payment is made for all service supplied or used, billed on proper classification and rate
schedules, and reimbursement in full is made to Company for all extra expenses incurred,
including expenses for clerical work, testing and inspections.

30. Right-of-way. Without reimbursement, Customer shall make or procure

conveyance to the Company of right-of-way satisfactory to Company across the property owned
by or controlled by Customer for Company's lines or extensions thereof necessary or incidental
to the supplying of service to Customer.

31. Access to Premises. The duly authorized agents of Company shall have access at
all reasonable hours to the premises of Customer for the purpose of inspecting wiring and
apparatus, removing or replacing Company's property, reading of meter and all other purposes
incident to the supplying of service.

32. Location of Customer's Service Entrance Conductors. Customer's service
entrance conductors shall be located at a point readily accessible to Company's Service Drop,
such point to be determined by Company.

c;0sT0mER's INSTALLATION

33. Customer's Facilities for Receiving Service. Customer's facilities for receiving
shall be installed in accordance with Company's standard "Specifications for Electric Service
and Meter Installations" and the National Electric Code. The Company's specifications
mentioned above are on file at Company's office and are hereby made a part of these Rules and
Regulations.

34. Nature and Use _Qr Installations. Customer shall not employ or utilize any
equipment, appliance, or device so as to affect adversely Company's service to Customer or to
others. Customer shall control the use so that the load at the Point of Delivery will be maintained
in reasonable electrical balance between the phases.

35. Power_ Factor. When motors, fluorescent, neon, Leon, or other hot or cold
cathode types of gaseous tube lighting having similar power factor characteristics are installed
and used, Customer may be required to furnish, install and maintain, at his own expense,
corrective apparatus designed to maintain at not less than approximately ninety-five percent
(95%) lagging, the power factor of each unit of such equipment or group of such equipment
controlled as a unit by a single switch or its equivalent which controls only such unit. Leading
power factors are not permitted.



The Company shall have the right to refuse or discontinue service to any such
installation, until Customer has complied with the foregoing provisions.

The determination of power factor shall be made by the wattmeter-voltmeter method.

36. Phase of Motors..

(a) Individual motor installations requiring less than ten (10) horsepower shall be
single phase. Motors up to one-half (1/2) horsepower shall be operated at 120 volts, and motors
over one-half (1/2) horsepower to under ten (10) horsepower, operated at 240 volts. Exceptions
may be served at the option of the Company.

(b) For installation of ten (10) horsepower and above motors, motors shall be
operated on three (3) phase alternating current at the voltage stated in the Service Agreement, but
single phase service, at the option of the Company may be furnished for installations of five (5l
horsepower and over motors, where Company has only single phase available at the point where
Customer desires service. Motors above ten (10) horsepower shall be operated only with the
specific approval of the Company.

37. Current Limiting Devices.

(a) Auto starters or other suitable starting devices shall be provided by Customer
for all motors ten (10) horsepower arid above.

(b) All motors starting on other than light load shall be provided with suitable
devices or be of a suitable type to limit the starting current.

(c) Starting current of all motors ten (10) horsepower and above shall be limited
to no more than three and one half (3.5) times the full load rated current for no more than fifteen
(15) seconds. Where Variable Frequency Drives (VFD) are used they must be equipped with
fully functional IEEE5l9 compliant harmonic filters that limit the maximum voltage and current
Total Harmonic Distortion to less than 10% current distortion and 5% voltage distortion.
Maximum voltage drop at the meter will be limited to no more than ten (10) percent during
motor starting.

38. Changes in Installation, As Company's service drop, transformers, meters, and
other facilities used in supplying service to a Customer have a definite limited capacity, before
making any material changes to or increases in Customer's installation, Customer shall give
notice thereof to Company, and obtain Company's consent thereto. Company as promptly as
possible after receipt of such notice will either give its approval to the proposed change or
increase or will advise Customer upon what conditions service can be supplied for such change
or increase.

39. Inspection by Company. Company shall have the right, but does not assume the
duty, to inspect Customer's installation at any time, and from time to time, and to refuse to
commence or to continue service whenever it does not consider such installation to be in good

6
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operating condition, but Company does not in any event assume any responsibility whatever in
connection with Customer's installation.

40. Customer's Responsibility. Customer assumes all responsibility on Custolner's
side of the Point of Delivery for service supplied or taken, as well as for the electrical

installation, appliances, and apparatus used in connection therewith, and shall save Company
harmless from and against all claims for injury or damage to persons or property occasioned by
or in any way resulting from such service or the use thereof on Customer's side of the Point of
Delivery.

COMPANY'S INSTALLATIUN

41. Installation and Maintenance. Except as otherwise provided in these rules and
regulations, in Service Agreements, or Rate Schedules, Company will install and maintain its
lines and equipment on its side of the Point of Delivery, but shall not be required to install or

maintain any lines or equipment, except meters, on Customer's side of the Point of Delivery.
Only Company's agents are authorized to connect Company's service drop to Customer's service
entrance conductors or to install or remove metering equipment.

42. Connections to Customer's Service, The service drop will ordinarily be installed
overhead. If Customer desires to have the service drop installed in any other manner, special
arrangement will be made between Customer and Company whereby such service drop will be
installed and maintained at Customer's expense.

43. Proteetign __by _Customer Customer shall protect Company's wiring and
apparatus on Customer's premises and shall permit no one but Company's agents or persons
authorized by law to inspect or handle same. In the event of any loss or damage to such property
of Company caused by or arising out of carelessness, neglect, or misuse by Customer or other
unauthorized persons, the cost of making good such loss or repairing such damage shall be paid

by Customer.

METERING

44. Installation .

(a) Meters.. Company will furnish and install necessary meter or meters, and
Customer shall provide and maintain location for installation thereof free of expense and
satisfactory to Company.

(b) Accuracy Limits. After being tested, meters shall be adjusted to as near
zero error as practicable. Meters shall not remain in service with an error over two percent (2%)
of tested capacity, or if found to register at no load.

(c) Before Installation.New meters shall be tested or certified as to accuracy
by the manufacturer. Reinstalled meters shall be tested before or within sixty (60) days prior to

installation.

7
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(d) Periodic: In service meters shall be periodically or sample tested in
accordance with the most current version of the ANSI C12 Standard.

(e) Request. Upon written request, the Company shall promptly test the
accuracy of Customer's meter. If the meter has been tested within twelve (12) months preceding
the date of the request, the Company may require the Customer to make a deposit in the amount
approved by the Commission for testing in the Company's tariff. lathe meter is found to have an
error of more than two percent (2%) capacity, the deposit shall be refunded, otherwise, the
deposit shall be retained as a service charge.

(D Meter Error Correction. If a meter tested pursuant to this section is more
than two percent (2%) in error, either fast or slow, proper correction will be made and adjusted
bills rendered.

45. Evidence of Service Use. The registration of Company's meter shall be accepted
and received at all times and places as prima facie evidence of the amount of power and energy
taken by Customer.

46. Voltage of Installation. Metering will be at secondary voltage unless otherwise
specified in service contracts.

BILLING

47. Billing Periods. Bills ordinarily will be rendered regularly at monthly intervals,
but may be rendered more frequently at Company's option. Non-receipt of bills by Customer
shall not release or diminish the obligation of Customer with respect to payment thereof.

48. Minimums. When a customer receives service for less than thirty (30) days
during the billing period, the applicable monthly minimum shall apply.

49. Separate Billing for Each Point of Delivery. At each Point of Delivery, use of
service shall be metered separately for each Customer service. Whenever for any reason
Company furnished two (2) or more meter installations for a single Customer or supplies service
under a Rate Schedule which does not require a meter, each point of metering and/or point of
delivery where no meter is required shall be considered as a separate service. A separate Service
Agreement will be required, and bills will be separately calculated for each such separate service,
except where Company may, under special circumstances, waive this requirement.

. 50. Billing Seasonal Customers. Seasonal customers shall be billed monthly as
electric power is used. A Customer may elect to pay this bill in advance and forgo paying his bill
monthly. Any deficit between the guaranteed amount and that actually received by the Company,
from either monthly payments or advance payments, shall become payable at the beginning of
the twelve (la) month period. The Company shall read the meters at the beginning of each
seasonal year. Company readings indicating usage not billed shall be equally divided over the
months since the last Company reading.

8
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51. Payment of Bills. All bills for service become due arid payable and
DELINQUENT if not paid within twenty (20) days from date of bill, and service may be
disconnected upon five (5) days written notice to Customer. When so disconnected, service will
not be restored until all bills, together with any authorized charges of disconnecting and
reconnecting the service are paid.

52. Tax Adlustment Clause. In the event any city, municipality or other
governmental body shall impose a gross revenue, transaction privilege, occupation or franchise
or other similar tax upon the Company for power supplied, the amount of such tax shall be billed
to and paid by the Customer receiving power from the Company.

53. Charge for Restoring Service. If service to Customer is discontinued for non-
payment of bill or  other violation of the Service Agreement,  then, before service is re-
established, Customer shall pay the Company the authorized reconnect fee and any past due
amounts.

54. Theft of Service. In any case of tampering with meter installation or interfering
with the proper working thereof, or any other theft of service by any person, or evidence of any
such tampering, interfering, theft or service diversion by whomsoever done, Customer shall be
liable to immediate discontinuance of service as provided in paragraph 22 of the Service
Agreements, and Company shall be entitled to collect from Customer at the appropriate rate for
all power and energy riot recorded on the meter by reason of such tampering, interfering, or other
theft or service diversion, (the amount of which may be estimated by Company from the best
available data) and also for all expenses incurred by Company on account of unauthorized act or
acts.

55. Cancellation Within Period of Service Agreement, Where the Customer
entirely suspends operations during the Service Agreement Period with the intention
permanently to abandon them, the Service Agreement may be cancelled by written notice to the
Company not less than thirty (30) days before theeffective date of the proposed cancellation, and
by paying to the Company the amount of all balances due. No such cancellation shall release the
Customer from his obligation under any term minimum guarantees based on special investment
made by the Company to serve the Customer. If the discontinuance by Customer is a breach of
the Service Agreement, the right of the Company to collect the sums mentioned herein shall be
in addition to all other rights it may have on account of such breach.

56.

SELECTIDN An_1> A3p4;g:AT1pn QF 1;ATE s§HE11u.LEs

Selection of Rate Schedule..

(a) When a prospective Customer makes application for service, Company will,
upon request, assist in the selection of the rate schedule most appropriate to Customer for the
service requested. The selection will be based on the prospective Customer's statement as to the
class of service desired, the amount and manner of use, and any other pertinent information. This
statement will be recorded and tiled with the application. Company shall not be liable for any
errors in connection therewith and Company does not assure any particular bill result.

9
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(b) If through error a Service Agreement is entered into specifying a Rate
Schedule which is not applicable to the class of service taken, on discovery of the error, all bills
rendered during die preceding twelve (12) months shall be recalculated in accordance with the
lowest properly applicable rate schedule, and any excess paid shall be refunded by Company, or
any balance due shall be paid by Customer, as the case may be.

57. Distinction Betyveen Residential and Commercial Service. Private dwellings in
which space is occasionally used for the conduct of business by a person residing therein will be
served under the standard residential rate. Where a portion of a dwelling is regularly employed
for the conduct of business the electricity used in that portion will be separately metered and
billed on the appropriate commercial rate. If separate circuits are not provided by Customer, the
entire premises will be classified as non-residential and billed accordingly. Service rendered
through one (l) meter to apartment houses and to recognized rooming and/or boarding houses
will be considered commercial service.

58. Change to Optional Rate Schedule. A Customer being billed under one of two
or more optional Rate Schedules applicable to his class of service may elect to be billed on any
other applicable Rate Schedule by notifying Company in writing and Company will bill
Customer under such elected schedule from and after the date of the next meter reading.
However, a Customer having made such a change of rate schedule may not make another such
change within the next twelve (12) months unless during such period there have been issued
changed or additional Rate Schedules applicable to Customer's class of service.

59. Lighting on Power Schedules, Lighting service will not be supplied under any
power Rate Schedules unless it is so specified in such power Rate Schedule, and when so
supplied Customer will provide and maintain all auxiliary apparatus (transformers, regulators,
etc.) that may be necessary, Service supplied to motor generators, any portion of the output of
which is used for lighting purposes, shall be considered lighting service.

60. Temporary and Standby Service.

(a) Temporary and standby service shall not be rendered except under a special
agreement between Company and Customer unless the temporary service is provided during
construction where a permanent service will be established.

(b) In no event will Company supply power and energy for the purpose of starting
or furnishing excitation or other auxiliary service necessary to the operation of any of
Customer's generating plant or for parallel operation of Customer's generating equipment with
Company's system except under a special agreement between Company and Customer.

DEPOSITS

61. When Required. Consistent with Commission Rule R14-2-203, the Company, at
the time application for electric service is made or at any time thereafter, may require a cash
deposit or guarantee satisfactory to the Company to secure the payment of bills as they become
due. Such deposit or guarantee may be held in its entirety by the Company until final settlement

10

llllllll



of Customer's account, and any balance remaining will be held subject to settlement, provided,
however, that residential deposits and accrued interest will be refunded or other guarantee
terminated after twelve (12) months of service if the Customer has not been delinquent more
than twice in the payment of utility bills. The amount of such deposit shall not exceed the
estimated cost of service tr ninety (90) days, and may be paid in three (3) equal monthly

installments.

62. Third Party Guarantees. Third party guarantees in lieu of a deposit shall be
permitted upon demonstration of a guarantors satisfactory credit standing.

63. Interest.. All cash deposits made by Customer tO secure payment of bills will
draw interest at the rate of six percent (6%) per annum or any other rate that may be set by the
Commission. Interest due at date of discontinuance of service will be credited on final bills of
Customer or included with the amount refunded.

64. Refunds. Subject to the provisions of Paragraph 61, deposits shall be refunded
upon Customer's request after a satisfactory payment history of twelve (12) months. Interest will
be earned in accordance with Paragraph 63. The original deposit and interest will be applied as
credits toward the Customer's power bill. Non-residential customers not requesting a refund
within three (3) years will automatically receive their deposit plus interest earned as credits
provided they have maintained a satisfactory credit history. The Company presently refunds all
deposits on a three (3) year rotation cycle for all deposits on the books of the Company.
(Deposits paid in 1998 will be refunded in 2002, etc.)

.APPLICATION OF AND CHANGES AND ADDITIONS TO SERVICE
REGULATIONS AND RATE SCHEDU_LES _ CONFLICTS

65. Application of Rules and Regulation and Rate _Schedules. All service
agreements at present in effect or that may be entered into in the future are made expressly
subject to these Rules and Regulation, any modifications hereof that may be lawfully made and
subject to all applicable existing rate schedules and additions thereto. When practicable, thirty
(30) days notice, either by mail or by publication in local newspapers, will be given to any
Customers affected by any such change, addition or substitution_

\

66. Conflicts. In case of conflict between any provision of these Rules and
Regulations, Custolner's Service Agreement, or a Rate Schedule, the provision of the Service
Agreement takes precedence, followed by the provision of the Rate Schedule.

l l

Ill



GARKANE ENERGY COOPERATWE, INC.

Curtailment Plan - State of Arizona

_Tune 20 la

Introduction

Garkane Energy Cooperative, Inc. (Garkane) is a Rural Electric Cooperative with
headquarters in Loa, Utah. The cooperative serves customers throughout South Central
Utah and approximately 1,440 meters in North Central Arizona. The number of
customers in Arizona, by class, is as follows :

Residential
Residential Colorado City
General Service No. l
General Service No. 2
Initiation
Street and Security Lighting

552
580
246
42

15

Q

Total 1440

Garkane's wholesale power supply is provided through an all requirements
contract with Deseret Generation and Transmission Cooperative (DGT). Power is
delivered to the Garkaue System at three (3) separate and distinct delivery points.

The Northers System receives power from the Rocky Mountain Power System at
the Garkane Sigurd Substation. No known specific load curtailment plan exist for this
delivery.

The Southern System receives power from the WAPA Glen Canyon Substation.
No known specific load curtailment plan exist for this delivery.

The Western System receives power at the The Twin Cities Delivery point located
west of Colorado City, Arizona which is supplied from the Rocky Mountain Power
Southwest Utah Transmission System. Due to capacity limitations in the area, the Twin
Cities Delivery point is subject to the Southwest Utah Load Curtailment Plan. This plan
requires Garkane to shed a proportionate amount of load during contingencies that force
the limitation of total load in the Southwest Utah area. Garkane has never been called
upon to shed load since the delivery was established in 2009.

Although conditions have never existed where the power supply from DGT was
insufficient to carry the load during peak periods, nor does Garkane anticipate shortages
in generation capacity from DGT. In the event of a System Wide requirement from
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DGT to shed firm load Garkane, depending upon the required amount of load to be shed
and the anticipated duration of the shedding requirement, would perfonn the following:

1. Garkane may be able to use internal generation to displace the load shedding
requirement from DGT.

Appeal to all customers to reduce load on a voluntary basis.

Call upon individual customers with backup generation to reduce their load .

Shed firm load on a feeder by feeder basis on a 30 minute rotating basis.

In the event of a load shedding request at a specific delivery point Garkane may:

1. Garkane may be able to use internal diesel generation to displace the load
shedding requirement if sufficient internal generation is available.

Transfer load between the South and West Deliveries.

Appeal to all customers to reduce load on a voluntary basis.

Call upon individual customers with backup generation to reduce their load.

Shed firm load on a feeder by feeder basis on a 30 minute rotating basis.

Curtailment Responsibilities

General Manager:

When an emergency exists, the General Manager will authorize all
involuntary or voluntary curtailment plans and is responsible for notifying
appropriate Garkane personnel and for contacting the Arizona Corporation
Commission and the Arizona State and County Civil Defense and
Emergency Centers/Teams prior to and during any curtailment.

The General Manager has the responsibility of monitoring the curtailment
process and ensuring the methodologies outlined in the curtailment plan
are followed.

Engineering Manager:

Is responsible for ensuring adequate generation and transmission to meet
the Arizona systeln's load requirements and, in consultation with the
General Manager, for determining the magnitude and duration of any load
curtailment.

Is responsible for directing the implementation of all phases of the
curtailment plan and ensuring the personnel involved understand the plan
and are trained in its operation.

I'll ll-l
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Kan ab Area Manager:

• Is responsible for executing involuntary load curtailment consistent with
the outlined plan.

Maintains an accurate log of all circuit interruptions during curtailments
and forwards the information to the Engineering Manager and General
Manager.

Member Services Personnel:

Keeps the public infonned of electric curtailment through news releases
and other announcements as instructed by the General Manager.

APPROVED

GARKANE ENERGY COOPERATIVE, INC.

Dan McC1endon, General Manager

Date
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GARKANE ENERGY CQOPERATWE, inc.

BOARD POLICY NO. 206

ELECTRIC SERVICE REGULATION NO. 69

STATE OF ARIZONA

LINE EXTENSION POLICY

_General Provisigxgxs and Definitions:

Line Extension: includes all facilities and equipment (including transformers and
metering) constructed beyond the Cooperative's then existing facilities reasonably
required to supply electrical service to an applicant's point of delivery. A Line Extension
may also include related necessary improvements, upgrades and other changes to the
Cooperative's existing facilities.

Permanent Service: when the use of service, both as to amount and pennanency, can be
assured.

4

Indeterminate Service: where the amount and permanency of use cannot reasonably be
assured. Includes but is not limited to, service to mines, quarries, oil wells, industrial,
manufacturing and large commercial enterprises of speculative character, recreational
vehicles, second homes, pmpeny being developed for sale, enterprises where the applicant
will not be the user of service, and a location where there is little or no irmnediate demand
for service by any other applicant. If after 5 years an indeterminate service operates
consistently and if the customer requests the account to be considered pennanent, the
Cooperative CEO may analyze the account and determine the possibility of changing the
service to permanent status. If a reclassification is approved, a partial cash refund may be
considered.

Temporary Service: where service is expected to be needed for a short duration.
Includes but not limited to service to circuses, bazaars, fairs, concessions, and construction
work.

Extension Cost: The Extension Cost is the total cost of the Line Extension using the
Cooperative's standard accounting methods and includes the cost of all materials,
supplies, equipment, labor, transportation, engineering, right-of~ways, administrative costs
and Contribution refunds paid for prior line extensions utilized by the new service. t

I
!
lEngineering Costs: includes the cost of designing, engineering, right-of-way acquisition,

preparation of estimates, construction supervision, and construction inspection of a line
extension. The Cooperative may require the applicant to advance these estimated costs
prior to performing any engineering work or estimates for a line extension. If the
applicant requests changes which require additional estimates or changes in engineering,
the Cooperative may require the applicant to advance these estimated cost prior to
performing the additional work.

Routes, Easements, and Rights-of-Ways: The Cooperative will select the route of a line
extension in cooperation with the applicant. The applicant must pay all costs incurred in
obtaining the necessary right-of-ways, easements, licenses, and permits including, but not

E
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limited to, legal costs, filing fees, title search fees, environmental compliance costs,
surveying costs, land preparations costs and land restoration costs.

Non~Standard Construction: This Policy shall apply to Line Extensions utilizing the
Cooperative's standard construction methods and practices. Any requirements for non-
standard construction methods and/or practices will require a separate specific contract,

Extension Contract: The Cooperative may require the Applicant to execute an Extension
Contract and pay additional costs associated with the Line Extension, which are in excess
of the Rate Schedule charges.

10. Contribution-in-Aid-of-Construction (Contribution): Extension Costs paid to the
Cooperative by the Applicant.

11. Ownership of Facilities: The Cooperative will own, operate, and maintain all Line
Extensions made under this Policy.

12. Estimates: Applicants are to rely only on fontal written cost estimates provided by the
Cooperative.

13. Relocation of Lines: Parties requesting the relocation of lines and/or facilities shall
normally be responsible for the cost and may be required to advance the estimated cost of
the relocation.

14. Underground Line Extension: The Applicant will be required to provide, at no cost to
the Cooperative, all required excavation, bedding materials, backfill of trenches, and
cleanup/restoration of disturbed ground.

15. Shared Cost of Line Extensions: An applicant that pays a Contribution may receive
refunds if additional services are connected to the line extension during the first live years
following construction. The reiilnd will be based upon the pro-rata share of the line
extension, which the new service will utilize. The Cooperative will refund or credit refund
payments to the initial applicant.

In order for a customer to qualify for a refund, the following requirements must be Anet:

1) The minimum cost of the line extension, excluding service cost, must be greater
than or equal to $5,000.

2) The amount eligible for a refund shall be based on the actual cost of a per span
basis.

3) Refunds must equate to $300.00 or more.

4) If the customer's account is in arrears at any location or on any account where
they are responsible for electric service at the time a refund is due, said refund will
be applied first to the electric account/accounts and the remainder will be
r e f i n ed .

9.

8.

2

lull



Extensions for Permanent Service:

The applicant must pay a Contribution, prior to the start of work on the line extension,
equal to 100% of the estimated Extension Cost of the line.

Extensions for Indeterminate Service:

The applicant will be required to pay a Contribution, prior to the start of construction,
equal to 100% of the estimated Extension Cost of the line.

In the event an indeterminate service is reclassified to permanent service, the provision for
permanent service shall apply after the date of the reclassification.

Properly being developed for sale for future real estate lots will require a Contribution to
be made by the sub-divider and/or land owner to cover the total cost of all facilities
necessary to provide power to the proposed lots including primary and secondary lines and
transformers. Transformers will not be installed until necessary for service to specific
sites. In the event that the sub-divider and/or landowner fails to pay for the installation of
the required facilities, each applicant will be treated individually under the Policy.

In new subdivisions impact fees shall be assessed to the subdivision developer. The
subdivision developer shall pay the required impact fees for a minimum 100 amp service
per lot. Once the lot has been sold and the lot owner requests service to the lot, the lot
owner will be required to pay any additional impact fee based on his/her service
requirements over the minimum 100 amp service paid by the subdivision developer.

D. Extensions for Temporary Service:

The applicant must pay in advance of construction an amount equivalent to Cooperative's
estimate of the total cost of construction and removal of the extension less estimated
salvage value.

Service provided to a temporary extension shall be billed in accordance with the
applicable rate schedules.

Cooperative may refuse to connect additional applicants to temporary extensions.

Service over a temporary extension is limited to twelve (12) months. If the applicant
desires service thereafter, future service will be considered under the terms of either the
"Permanent" or "Indetenninate" plan.

E. Large Industrial Loads: Large industrial loads involving special construction or circumstances
will be individually analyzed and nay be served under a special contract.

Approved:
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EXHIBIT

ADMHMU

BEFORE THE ARIZONA CORPORATIQN COMMISSION

CQMMISSIONERS

DOUG LITTLE, Chairman
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

IN THE MATTER OF THE
APPLICATION OF GARKANE
ENERGY COOPERATIVE, INC. FOR A
HEARING TO DETERMINE THE
FAIR VALUE OF ITS PROPERTY
FOR RATEMAIQNG PURPOSES,
TO FIX A JUST AND REASONABLE
RETURN THEREON, TO APPROVE
RATES DESIGNED TO DEVELOP
SUCH RETURN AND FOR
RELATED APPROVALS.

DOCKET NO. E_01891A_15~0176

REBUTTAL DIRECT TESTIMONY OF DAVID HEDRICK

ON BEHALF OF GARKANE ENERGY
COOPERATIVE, INC.
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Q_ PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is David W. Hedrick and my business address is 5555 North Grand

Boulevard, Oklahoma City, Oklahoma 73 l12-5507.

Q. BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?

I am employed by Guernsey, Engineers, Architects and Consultants. I am Senior

Vice-President and Manager of the Analytical Services group .

Q- HAVE YOU PROVIDED DIRECT TESTIMONY IN THIS DOCKET?

Yes, I provided direct testimony in support of Garkane Energy Cooperative, Inc.'s

(Garkane or GEC) application.

nr WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

I will provide Garkane's response to the direct testimony submitted by the Utility

Division Staff (Staff) of the Arizona Corporation Commission (Commission) on

December 21, 2015 and January 20, 2016.
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Q- WHAT IS GARKANE'S GENERAL RESPONSE TO commIsslon

STAFF'S TESTIMQNY?

In general, Garkane is pleased that Staff has agreed with Garkane's proposed fair

value rate base and proposed a revenue requirement for Arizona that is only

$23,000 less than that proposed by Garkane, or a difference of just one-half of one

percent of the total revenues generated within Arizona. Garkane is also pleased the

Staff has proposed rates for the Arizona portion of Garkane's system that, with the

exception of the rate for Residential Colorado City, are the same as those proposed

2
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by Garkane. However, one of Garkane's primary objectives in this rate tiling was

to develop Arizona base rates that are the same as those approved by the Garkane

Board of Directors for the members in Utah. With the exception of the Residential

Colorado City rate, Staffs recommendation accomplishes this objective.

Q~ WHAT IS THE DIFFERENCE BETWEEN GARKANE'S PROPOSED

RATE FOR RESIDENTIAL COLORADO CITY AND STAFF'S

RECOMMENDED RATE?

The only difference between the two proposed rates is the level of the energy

charge. Garkane proposed an energy charge of $00998 per kph and Staffs

recommended rate is $0.098 per kph. The difference is $00018 per kph. Based

on the kph billing units for Residential Colorado City shown on Schedule H-2. I . l

of 14,308,738 kph, the $00018 lower Staff rate results in $25>766 less revenue

than the proposed Garkane rate. Given the very small difference between Staffs

rate and Garkane's proposed rate for Colorado City, Garkane requests that the

originally proposed rate be approved. This will allow all of Garkane's Arizona

base rate schedules to be the same as those approved by the Garkane Board of

Directors for Utah.
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Q_ WHAT ARE SOME OF THE FACTORS THAT JUSTIFY ADOPTING THE

ENERGY RATE FOR COLORADO CITY PROPOSED BY THE

COOPERATWE?

As mentioned, the primary purpose for Garkane filing this rate application was to

bring its base rates in Arizona in line with those charged to 90% of its member-

customers located in Utah. The rate design and rate level are approved by a Board
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of Directors elected by the member-customers served by the Cooperative.

Garkane's distribution system is operated as a single unified system without regard

to jurisdictional boundaries. Garkane's last general rate adjustment for its Arizona

customers was approved by Decision No. 61105, dated August 28, 1998, based on

test year ending December 3 l, 1996. In the years that followed, Garkane's Board

of Directors has modified the rate structure applied in Utah, but not in Arizona. It

is time to bring them into conformity.

Importantly, Colorado City, Arizona and Hildale, Utah are known as the Twin

Cities, jurisdictionally separated by the Arizona and Utah boundary. The system

that serves both cities was acquired by Garkane from the Twin Cities Power

Authority ("TCPA") after the TCPA had defaulted on both principal and interest

payments on its outstanding bonds. The Commission approved the acquisition of

the Arizona portion of the system by Decision No. 70979, dated May 5, 2009. The

Twin Cities have had uniform base rates since their acquisition by Garkane.

The small difference in revenue requirement requested by the Cooperative and

proposed by Staff does not warrant undermining the Cooperative's objective of

uniform base rate, the determination of the Cooperative's elected Board or the

nexus between the Twin Cities.
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Increasing revenues by 823,000 in Arizona, causes Garkane's return on the

Arizona portion of fair value rate base $9,651,807 to increase 0.238% and the

return on its total system fair value rate base $60,782,310 to increase just 0.0378%.



As a not for profit member owned cooperative, these additional margins flow back

to the benefit of the member customers as capital credits.

DOES GARKANE AGREE WITH ALL OF STAFF'S ADJUSTMENTS AND

METHODOLOGY FOR DETERMINING THE OVERALL SYSTEM

REVENUE REQUIREMENT?

No. However, given the small difference between the Staff's proposed rates and

those proposed by Garkane and our understanding that Staff can and will support

Garkane's request to implement all rates as originally proposed, Garkane will

accept Staffs adjustments and methodology without rebuttal in this proceeding. In

doing so, Garkane reserves its right to contest the Staff's underlying rationale for

such adjustments and rate setting methodologies in future matters before this

Commission, whether or not the result thereof was accepted by Garkane in this

case.

Q- DOES GARKANE AGREE WITH THE RECOMMENDATIONS

PROVIDED BY STAFF WITNESS ERIC VAN EPPS?
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Yes. Included with this filing of rebuttal testimony is a red-line of the Electric

Service Regulations as Exhibit DWH-8. Garkane will also revise its Prepaid

Service tariff to include the recommended language, work with Staff to develop an

application and file a bill estimation tariff as a compliance item for the

Commission within 60 days.
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HAS GARKANE INCLUDED A DRAFT PLAN OF ADMINISTRATION

(POA) FOR ITS WPCA AS RECOMMENDED BY STAFF WITNESS ERIC

HILL?

Yes, a draft POA is being submitted with my rebuttal testimony as Exhibit DWH-

9.

DOES THIS CONCLUDE YOUR TESTIMONY?
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Yes, it does.
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GARKANE POWER ASSOCIATIONENERGY COOPERATIVE, INC.

1%ieh8elé Loa, Utah 8470184747

ELECTRIC SERVICE REGULATIONS

STATE OF ARIZONA

1. These Rules and Regulations are designed to govern the supply, receipt and
utilization of electric service from Garkane Energy Cooperative, Inc. ("Company" or
"Cooperative°') in Arizona consistent with the safe arid reliable service practices.

2. These Rules and Regulations and all Rate Schedules are on file M the office of the
Company, and copies are obtainable by any customer without charge upon request.

3. These Rules and Regulations are subject to revision from time to time and
supersede all regulations which may heretofore have governed the supplying and taddng of
Company's electric service. They are subject to the jurisdiction of the Arizona Corporation
Commission ("ACC" or "the Commissions)").

DEF;N;T1QNS

4. The following expressions, when used in these Rules and Regulations, in Rate

Schedules, and in Service Agreements, shall, unless otherwise indicated, have the meanings
given below:

5. §}1s_t0mer._ Any individual, partnership, association, firm, public or private
corporation or governmental agency receiving Colnpany's service at any specified location.

Companv, ~Garkane Power AssociationEnergy Cooperative, Inc.

7. Electr_ie_ Service, The availability of electric power and energy, irrespective of
whether any electric power and energy is actually used. Supplying of service by Company
consists of the maintenance by the Company at the point of delivery of approximately the
established voltage and frequency by means of facilities adequate for carrying Customer's proper
load.

8. Point of Delivery. Customer's service terminal, or die point where the
Company's wires are joined to Customer's wires or apparatus, unless otherwise specified in
Customer's Service Agreement.

9. Customer's Installation. In general, all wiring, appliances and apparatus of any
land or nature on Customer's side of the Point of Delivery (except Company's meter installation)
useful in connection with Customer's ability to take electric service.

1
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10. Service Facilities.

(a) Service Drop. The wires owned by Company connecting Compally's
distribution system to Customer's service entrance conductors.

(b) Service Entrance Conductors. The portion of Customer's installation to
which Company's Service Drop is connected.

11. Month. An interval of approximately thirty (30) days between successive meter
reading dates, except when the calendar month is specified.

12. Service Agreement. The agreement or contract between cornpanyCompany and
Customer pursuant to which service is supplied and taken.

13. Connected Load. The combined nominal rated capacity of all motors, or other
energy consuming devices, installed on Customer's premises, which may be operated with
energy supplied by Company.

14.
750 watts.

Horsepower. The term horsepower shall be construed to mean due equivalent to

15. Notice. Unless otherwise specified, a written notification delivered personally or
mailed by one party to the other at such other parly's last known address, the period of notice
being computed from the date of such personal delivery or mailing.

16. Meter. The meter or meters, together with auxiliary devices, if any, constituting
the complete installation needed to measure the power and energy supplied to any individual
Customer at a single point of delivery.

17. Customer Extension. Any branch from, or continuation of, an existing line to the
point of delivery to Customer, including increase in capacity of any of the Company's existing
faci l i ties, or the changing of any l ine to meet Customer's requirements and including al l
transformers, service drop, arid meters.

18. Standbv Service. Standby service shall be construed to mean service to a load for
which Customer has available an alternative source of power other than that provided by
Company.

SERVICE A_GREEMENTS

19. Form and Execution of Service Agreements. Each applicant for service shall
make a written application therefore, on the Company's standard form, or execute a formal
contract. The Company's standard application form, when signed by the Company's authorized
representative as well as the Customer, becomes a binding Service Agreement.

20. learn of Sexjyjce Agreement. Unless otherwise provided, service agreements are
to continue in effect for a11 initial period of one (1) year where a new service is provided.
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21. Expiration or Renewal of Service Agreements. Unless otherwise provided,
each Service Agreement will automatically extend it expiration date for additional successive
periods of one (1) year each, unless and until either party has notified the other in writing not less
than thirty (30) days prior to the end of any such period of its desire to tenninate such agreement.

22. Company's Right to Cancel Service Agreement or to Terminate or Suspend
Service. The Company may suspend or terminate service for the reasons and pursuant to the
procedures specified in Commission Rule R14-2-221211.

23. Chang_e Ad<1r_9ss of Cu_stomgr..

(a) When Customer changes his address he shall give notice thereof to Company
at least three (3) working days prior to the date of change. Customer will be held responsible for
all service supplied to the vacated premises until such notice has been received and Company has
had a reasonable time, but not less than three (3) woridng days, to discontinue service.

(b) If Customer moves to an address at which he requires electric service for any
purpose specified in this Service Agreement, and at which address Company has such service
available under the same rate schedule, the notice shall be considered as Customer's request that
Company transfer such service to the new address, but if Company does not have such service
available at the new address the old Service Agreement shall be considered cancelled.

(c) If Company has service available at the new address to which a different rate
schedule applies, a new Service Agreement, including the applicable Rate Schedule, will be
offered to Customer. Company will make transfers of service as promptly as reasonably possible
after receipt of notice.

24. Suecgsso_rs _and_Assi@§,Service Agreements shall inure to the benefit of and be
binding upon die respective heirs, legal representatives, and successors by operation of law, of
the parties thereto, but shall be voluntarily assignable by either party enondy wide the written
consent of the other, except that Company may, without Customer's consent, assign any Service
Agreement to any person or corporation, in any lawful way acquiring or operating all or any part
of the Company's property used in supplying service under such agreement.

SUPPLYING AND TAKING OF SERVICE

25. Power Supplv. Alternating current at approximately sixty (60) cycles. Secondary
distribution voltages are available at nominal 120/240 volts7l-2--/ and 240/480 volts single phase,
or 120/208 volts and 277/480 volts three phase. Loads shall be equally balanced between the
available phases.

26. Supplv of Service. Service will be supplied only under and pursuant to these
service regulations, and any modifications or additions thereto lawfully made, and such
applicable rate or rates as may from time to time be lawfully fixed. Service will be supplied
under a given Rate Schedule only at such points of delivery as are adjacent to facilities of the
Company adequate and suitable as to capacity and voltage for the service desired. Otherwise
special agreements between Customer and Company may be required.

3
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27. Continuity of Service. Company will use reasonable diligence to supply steady
and continuous service, but does not guarantee the service against irregularities or interruptions.
Company shall not be liable to Customer for any damages occasioned by service irregularities or
interruptions.

4
I

If compliance with orders or fontal requests of any governmental agency, curtailing or
diverting Company's available electric power resources make it impossible for Company to
supply the full electric power requirements of all its Customers, Company shall not be liable for
any injury or loss caused by the resultant curtailment, in whole or in part, of its supply to any
Customer. If any such curtailment reduces the amount of power available to a Customer below
the minimum amount contracted for, such Customer shall be relieved of the obligation to pay
more than the amount of power from time to time made available by Company.

Inability on the part of the Company to meet its contractual obligations to any Customer,
when such inability is due to Company's compliance with an order or formal request of Ana
governmental agency, shall not constitute default on the part of Company as to any contract or
agreement, and any contract or agreement affected by such compliance shall remain in full force
and effect except as necessarily modified during the effective period of such order or formal
request.

28. Suspension of Service for Repairs and Changes.

(a) When necessary to make repairs to or changes in Company's plant, generating
equipment, transmission or distribution system, or other property, Company may, without
incurring any reasonable, necessary, and in such manner as not to inconvenience affected
customers of scheduled service interruptions of longer than four (4) hours duration at least
twenty four (24) hours in advance of the scheduled interruption.

(b) There shall be no abatement of demand, minimum or similar charge
for months in which such suspensions do not exceed an aggregate of twenty four ("'/I) hours.
There shall be a pro rata reduction in such charges for months in which such suspension do
exceed that amount. Service interruptions may occur. Customer is responsible for installing and
maintaining protective devices as are recommended or required by the most current edition of the
National Electrical Code and other such devices as are necessary or advisable to protect
Customer's equipment or process during irregular or interrupted service including, but not
limited to, voltage and wave form irregularities, or the failure of part or all of the electrical
service. When interruptions do occur the Cooperative shall re-establish service as soon as
practicable.

The Cooperative may interrupt service to provide necessary civil defense or other
emergency service in the event of a national emergency or local disaster. The Cooperative may
also interrupt service as necessary for maintenance, repairs, construction, moving of buildings or
oversized objects, relocation or changes of facilities, to prevent or alleviate an emergency which
may disrupt operation of all or any portion of the Cooperative's system, to lessen or remove risk
of harm to life or property, to aid in the restoration of electric service, and on occasions when the
Cooperative's wholesale power suppliers, or any of them, fails to deliver sufficient power and/or
energy to the Cooperative.
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29. Use of Service.

(a) Service shall be supplied directly to Customer dirough Company's own meter,
and shall be used by Customer only for the purposes specified in and in accordance with the
provisions of the Service Agreement. Service shall be for Customer's use only, and under no
circumstances may Customer or Customer's agent, or any other individual, association or
corporation install meters for the purpose of remetering or reselling or otherwise disposing of
service supplied Customer to lessees, tenants or others, except in accordance with the Service
Agreement of Company which specifically authorizes such use of the service. In no case shall
Customer, except with the consent of Company, extend or connect his installation to lines across
or under any street, alley, lane, court or avenue, or other public or private space in order to obtain
service for adjacent property through one (1) meter, even though such adjacent property may be
owned by Customer. in case of such unauthorized re-metering, sale, extension, or other
disposition of service, Company may immediately discontinue the supplying of service to
Customer until such unauthorized remetering, sale, extension, or other disposition of service,
ccmpanyCompany may immediately discontinue the supplying of service to Customer until such
unauthorized remetering, sale, or act is discontinued and full payment is made for all service
supplied or used, billed on proper classification and rate schedules, and reimbursement in full is
made to Company for all extra expenses incurred, including expenses for clerical work, testing
and inspections.

30. Right-of-Wav. Without reimbursement, Customer shall make or procure
conveyance to the Company of right-of-way satisfactory to Company across the property owned
by or controlled by Customer for Company's lines or extensions thereof necessary or incidental
to the supplying of service to Customer.

31. Access to Premises. The duly authorized agents of Company shall have access at
all reasonable hours to the premises of Customer for the purpose of inspecting wiring and
apparatus, removing or replacing Company's property, reading of meter and all other purposes
incident to the supplying of service.

32. Location of Customer's Service Entrance Conductors. Customer's service
entrance conductors shall be located at a point readily accessible to Cornparly's Service Drop,
such point to be determined by Company.

cUsToME15§ INSTALLATION

33. Customer's Fagilitie§_f0r 1eceiv_ing_§ervice_.Customer's facilities for receiving
shall be installed in accordance with Company's standard "Specifications for Electric Service
and Meter Installations" and the National Electric Code. The Company's specifications
mentioned above are on file at Company's office arid are hereby made a part of these Rules and
Regulations.

34. Nature and Use of Installations: Customer shall not employ or utilize any
equipment, appliance, or device so as to affect adversely Company's service to Customer or to
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others. When polyphase service is supplied by Company, Customer shall control the use thereof
so that the load at the Point of Delivery will be maintained in reasonable electrical balance
between the phases.

35. Power Factor. When motors, fluorescent, neon, Leon, or other hot or cold
cathode types of gaseous tube lighting having similar power factor characteristics are installed
and used, Customer may be required to furnish, install and maintain, at his own expense,
corrective apparatus designed to maintain at not less than approximately ninety-tive percent
(9995%) lagging, the power factor of each unit of such equipment or group of such equipment
controlled as a unit by a single switch or its equivalent which controls only such unit. Leading
power factors are not permitted.

The companyCompany shall have the right to refuse or discontinue service to any such
installation, until Customer has complied with the foregoing provisions.

The determination of power factor shall be made by the wattmeter-voltmeter method.

36. Phase 9f_motors..

(a) Individual motor installations requiring less than five (5) ten (10) horsepower
shall be single phase. Motors not exceeding up to one-half (1/2) horsepower shall be £914
llé foperated at 120 volts, and motors of over one-half (1/2) horsepower to five (Sunder ten (10)
horsepower, 2l8'»Qoperated at 240 volts. Exceptions may be served at the option of the Company.

(b) For installation of five ( ten (10) horsepower and overabove motors, motors
shall be operated on three (3) phase alternating current will be furnished at the voltage stated in

the Service Agreement, but single phase service, at the option of the Company may be furnished
for installations of five (5) horsepower and over motors, where Company has only single phase
available at the point where Customer desires service. Motors above ten (10) horsepower shall
be operated only with the specific approval of the Company.

37. Current Limiting Devices.

(a) Auto starters or other suitable starting devices shall be provided by Customer
for all motors having above vivo (5)ten (10) horsepower and above.

(b) All motors starting on other than light load shall be provided with suitable
devices or be of a suitable type to limit the starting current.

(c) Starting current of all motors ten (10) horsepower and above shall be limited
to no more than three and one half (3.5) times the full load rated current for no more than fifteen
(15) seconds. Where Variable Frequency Drives (VFD) are used they must be equipped with
fully functional lEEE5l9 compliant harmonic filters that limit the maximum voltage and current
Total Harmonic Distortion to less than lo% current distortion and 5% voltage distortion.
Maximum voltage drop at the meter will be limited to no more than ten (10) percent during
motor starting.
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38. Changes in Installation. As Company's service drop, transformers, meters, and
other facilities used in supplying service to a Customer have a definite limited capacity, before

| making any material changes to or increases in Customer's installation, Customer shall give
notice thereof to Company, and obtain Company's consent thereto. Company as promptly as
possible after receipt of such notice will either give its approval to the proposed change or
increase or will advise Customer upon what conditions service can be supplied for such change
or increase.

39. Inspection by Company Company shall have the right, but does not assume the
duty, to inspect Customer's installation at any time, and from time to time, and to refuse to

commence or to continue service whenever it does not consider such installation to be in good
operating condition, but Company does not in any event assume any responsibility whatever in
connection with Customer's installation.

40. Customer's Responsibility. Customer assumes all responsibility on Customer's
s ide of the Point of Del ivery for service suppl ied or taken, as wel l  as for the electrical
installation, appliances, and apparatus used in connection therewith, and shall save Company
handless from and against all claims for injury or damage to persons or property occasioned by
or in any way resulting from such service or the use thereof on Customer's side of the Point of
Delivery.

COMPANY'S INSTALLATION

41. Installation id Maint_¢ ;nce, Except as otherwise provided in those rulesthese
Rules and regulntion5Regulations, in Service Agreements, or Rate Schedules, Company will
install and maintain its lines and equipment on its side of the Point of Delivery, but shall not be
required to install or maintain any lines or equipment, except meters, on Custolner's side of the
Point of Delivery. Only Company's agents are authorized to connect Company's service drop to
Customer's service entrance conductors or to install or remove metering equipment.

42. Connections to Customer's Service, The service drop will ordinarily be installed
overhead. If Customer desires to have the service drop installed in any other manner, special
arrangement will be made between Customer and Company whereby such service drop will be
installed and maintained at Customer's expense.

43. Protection by Customer. Customer shall protect Company's wiring and
apparatus on Customer's premises and shall permit no one but Company's agents or persons
authorized by law to inspect or handle same. In the event of any loss or damage to such property
of Company caused by or arising out of carelessness, neglect, or misuse by Customer or other
unauthorized persons, the cost of malting good such loss or repairing such damage shall be paid
by Customer.

METERING

44. Installation.
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(a) Meters. Company will furnish and install necessary meter'or meters, and
Customer shall provide and maintain location for installation thereof free of expense and
satisfactory to Company.

(b) Accuracy Limits. After being tested, meters shall be adjusted to as near
zero error as practicable. Meters shall not remain in service with an error over two percent (2%)
of tested capacity, or if found to register at no load.

(c) Before Installation. New meters shall be tested. Removed or certified as
to accuracy by the manufacturer. Reinstalled meters shall be tested before or within sixty (60)
days efprior to installation.

(d) In service meters 'shall be periodically or sample tested every
five (5) yearsin accordance with the most current version of the ANSI C12 Standard.

Periodic.

(e ) Revue_st.. Upon written request, the Company shall promptly test the
accuracy of Customer's meter. If the meter has been tested within twelve (12) months preceding
the date of the request, the Company may require the Customer to make a deposit in the amount
approved by the Commission for testing in the Company's tariff. If the meter is found to have an
error of more than two percent (2%) capacity, the deposit shall be refunded, otherwise, the
deposit shall be retained as a service charge.

( f ) Meter Error Correction. If a meter tested pursuant to this section is more
than two percent (2%) in error, either fast or slow, proper correction will be made and adjusted
bills rendered as specified in Commission Rule R14 "' o 10.

45. Evidence of Service Use. The registration of Company's meter shall be accepted
and received at all times and places as prima facie evidence of the amount of power and energy
taken by Customer.

46. Voltage of Installation. Metering will be at secondary voltage unless otherwise
specified in service contracts.

BILLINQ

47. Billing Periods. Bills ordinarily will be rendered regularly at monthly intervals,
but may be rendered more frequently at Company's option. Non-receipt of bills by Customer
shall not release or diminish the obligation of Customer with respect to payment thereof.

48. Minimums. When a customer receives service for less than thirty (30) days
during the billing period, the applicable moodily minimum shall apply.

49. Separate Billing for Each Point of Delivery. At each Point of Delivery, use of
service shall be metered separately for each Customer service. Whenever for any reason
Company furnished two (2) or more meter installations for a single Customer or supplies service
under a Rate Schedule which does not require a meter, each point of metering and/or point of
delivery where no meter is required shall be considered as a separate service. A separate Service
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Agreement will be required, and bills will be separately calculated for each such separate service,
except where Company may, under special circumstances, waive this requirement.

50. Billing Seasonal Customers. Seasonal customers shall be billed monthly as
electric power is used. A Customer may elect to pay this bill in advance and forgo paying his bill
monthly. Any deficit between the guaranteed amount and that actually received by the Company,
from either monthly payments or advance payments, shall become payable at the beginning of
the twelve (12) month period. The Company shall read the meters at the beginNing of each
seasonal year. Company readings indicating usage not billed shall be equally divided over the
months since the last Company reading.

51. Payment of Bills. All bills for service become due and payable and
DELINQUENT if not paid within twenty (20) days from date of bill, and service may be
disconnected upon five (5) days written notice to Customer. When so disconnected, service will
not be restored until all bills, together with any authorized charges of disconnecting and
reconnecting the service are paid.

52. Tax Adjustment Clause. In the event any city, municipality or other
governmental body shall impose a gross revenue, transaction privilege, occupation or franchise
or other similar tax upon the Company for power supplied, die amount of such tax shall be billed
to and paid by the Customer receiving power from the Company.

53. Charge for Restoring Service. If service to Customer is discontinued for non-
payment of bill or other violation of the Service Agreement, then, before service is re-
established, Customer shall pay the Company the authorized reconnect fee and any past due
amounts.

54. Theft of Service. In any case of tampering with meter installation or interfering
with the proper worldng thereof, or any other theft of service by any person, or evidence of any
such tampering, interfering, theft or service diversion by whomsoever done, Customer shall be
liable to immediate discontinuance of service as provided in paragraph 22 of the Service
Agreements, and Company shall be entitled to collect from Customer at the appropriate rate for
all power and energy not recorded on the meter by reason of such tampering, interfering, or other
theft or service diversion, (the amount of which may be estimated by Company from the best
available data) and also for all expenses incurred by Company on account of unauthorized act or
acts.

55. Cancellation Within Period of Service Agreement. Where the Customer
entirely suspends operations during the Service Agreement Periodperiod with the intention
permanently to abandon them, the Service Agreement may be cancelledcanceled by written
notice to the Company not less than thirty (30) days before the effective date of the proposed
cancellation, and by paying to the Company the amount of all balances due. No such cancellation
shall release the Customer from his obligation under any term minimum guarantees based on
special investment made by the Company to serve the Customer. If the discontinuance by
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Customer is a breach of the Service Agreement, the right of the Company to collect the sums
mentioned herein shall be in addition to all other rights it may have on account of such breach.

56.

SELECTION AND APPLICATION OF RATE SCHEDULES

Selection of Rate Schedule.

(a) When a prospective Customer makes application for service, Company will,
upon request, assist in the selection of the rate schedule most appropriate to Customer for the
service requested. The selection will be based on die prospective Customer's statement as to the
class of service desired, the amount and manner of use, and any other pertinent information. This
statement will be recorded and tiled with the application. Company shall not be liable for any
errors in connection therewith and Company does not assure any particular bill result.

(b) If through error a Service Agreement is entered into specifying a Rate
Schedule which is not applicable to the class of service taken, on discovery of the error, all bills
rendered during the preceding twelve (12) months shall be recalculated in accordance with the
lowest properly applicable rate schedule, and any excess paid shall be refunded by Company, or
any balance due shall be paid by Customer, as the case may be.

57. Distinction Between Residential and Cprnmercial Service. Private dwellings in
which space is occasionally used for the conduct of business by a person residing therein will be
served under the standard residential rate. Where a portion of a dwelling is regularly employed
for the conduct of business the electricity used in that portion will be separately metered and
billed on the appropriate commercial rate. If separate circuits are not provided by Customer, the
entire premises will be classified as non-residential and billed accordingly. Service rendered
through one (1) meter to apartment houses and to recognized rooming and/or boarding houses
will be considered commercial service.

58. Change to Optional Rate Schedule. A Customer being billed under one of two
or more optional Rate Schedules applicable to his class of service may elect to be billed on any
other applicable Rate Schedule by notifying Company in writing and Company will bill
Customer under such elected schedule from and after the date of the next meter reading.

| However, a Customer having made such a change of rate scheduleRate Schedule may not make
another such change within the next twelve (12) months unless during such period there have
been issued changed or additional Rate Schedules applicable to Customer's class of service.

59. Lighting on Power Schedules. Lighting service will not be supplied under any
power Rate Schedules unless it is so specified in such power Rate Schedule, and when so
supplied Customer will provide and maintain all auxiliary apparatus (transformers, regulators,
etc.) that may be necessary. Service supplied to motor generators, any portion of the output of
which is used for lighting purposes, shall be considered lighting service.

60. Temp0ra1jy_and__ Standby Sgrvige
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(a) Temporary and standby service shall not be rendered except under a special
agreement between Company and Customer unless the temporary service is provided during
construction where a permanent service will be established.

(b) In retro event will Company supply power and energy for the purpose of
starting or furnishing excitation or other auxiliary service necessary to the operation of any of
Customer's generating plant or for parallel operation of Customer's generating equipment with
Company's system except under a special agreement between Company and Customer.

DEPOSITS

61. 'When Required.. Consistent with Commission Rule R14-2_203, the Company, at
the time application for electric service is made or at any time thereafter, may require a cash
deposit or guarantee satisfactory to the Company to secure the payment of bills as they become
due. Such deposit or guarantee may be held in its entirety by the Company until final settlement
of Customer's account, and any balance remaining will be held subject to settlement, provided,
however, that residential deposits and accrued interest will be refunded or other guarantee
terminated after twelve (la) months of service if the Customer has not been delinquent more
than twice in the payment of utility bills. The amount of such deposit shall not exceed the

estimated cost of service for ninety (90) days, and may be paid in three (3) equal monthly
installments.

62. Third Party_Q_ug1rantee§; Third party guarantees in lieu of a deposit shall be
permitted upon demonstration of a guarantor's satisfactory credit standing.

63. Interest. All cash deposits made by Customer to secure payment of bills will
draw interest at the rate of six percent (6%) per annum or any other rate that may be set by the
Commission. Interest due at date of discontinuance of service will be credited on final bills of
Customer or included with the amount refunded.

64. Refunds. Subject to the provisions of Paragraph 61, deposits shall be refunded
upon Customer's request after a satisfactory payment history of twelve (12) months. Interest will
be earned in accordance with Paragraph 63. The original deposit and interest will be applied as
credits toward the Customer's power bill. Non-residential customers not requesting a reiiund
within three (3) years will automatically receive their deposit plus interest earned as credits
provided they have maintained a satisfactory credit history. The Company presently refunds all
deposits on a three (3) year rotation cycle for all deposits on the books of die Company,
(Deposits paid in 1998 will be refunded in 2002, etc.)

APPLICATION OF AND CHANGES AND ADDITIONS TO SERVICE
REGULATIQMREGULATIQNS AN11 BAIE. scan;pULEs -. 90NFLICTS

65. Application _ of Rules and RegulatQg1_ and_Rate S9h9d11l@=§.- All serwiee
agrecmentsSer'vice Agreements at present in effect or that may be entered into in the future are
made expressly subject to these Rules and Regulation, any modifications hereof that may be
lawfully made and subject to all applicable existing rate schedulcsRate Schedules and additions
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thereto. When practicable, thirty (30) days notice, either by mail or by publication in local
newspapers, will be given to any Customers affected by any such change, addition or
substitution.

66. Conflict_s. In case of conflict between any provision of these Rules and
Regulations, Customer's Service Agreement, or a Rate Schedule, the provision of the Service
Agreement takes precedence, followed by the provision of the Rate ScheduleSchedules.
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The WPCA Ba
move the WPCA

cooperatiyis purchzfse
is, 1979.

The Commission has reno

and investor;o_wi§ti§é ti .

fluctuating power suppfjcosts rate case§§

Purchased power costs are a

its members.

profit entity. gr
directors to set policy and oversee the Margins

flow to patronage capital accounts of its members oiler anumber of iyears, as

permitted by GEC's Enanciad condition..Currently, GEC almost all of its power through

long term contracts with Deseret Power r Cooperative"'3§"i;neration cooperative, of which

GEC is a member-owner. A

Overview: ... " : .,

GEC is an electric dlstnbutlon coopexatlve that is memlgér owned and managedaas a not-for
_,,,4*.=- w e  . a h

This Plan of Administration ("POA") relates to the administration of Garkane Energy
Cooperative, Inc. ("GEC") Wholesale Power Cost Adjustor ("WPCA") and is tiled for Arizona
Corporation Commission ("Commission") approval pursuant to Decision No.

, 2016. The purpose of the POA is to describe how

WPCA and to provide GEC flexibility to adapt to changing condition

administration omits WPCA.

Its member-customers elect, Enos its8 bersl1ip..a nine member;

glance is

between electric distribution cooperatives

. .4 *f5"fliTi8f'erent and less onerous regulation of a

adjustor. See, e.g., DecisionNo. 50266, dated

for allowed to make adj ustrnents to its WPCA rate

Gprgamissioii approval.

GARKANE ENERGY COOPERATIVE, INC.
PLAN OF ADMINISTRATION FOR ITS

WHOLESALE POWER COST ADJUSTOR

tr eked and adjustments made to the WPCA rate as necessary to

GEC and its

.. § ;;;est"of providing electric service to

is to 4¥4w an elect1;ic"utility to recover or remind

jgprrently administers its

impact its

by GEC

dated

members desire a Dredi

over or under collectertbalance in the WPCA "Bank".

.lqalalié e toward zero over a reasonable period of time.

Diablo power cost from month to month, while avoiding an unreasonable
Because of extreme temperatures in the

winter and the variable seasonal cost of power, the WPCA Bank balance can move rather

significantly from month to month, but over the course of a rolling twelve (12) month period,

barring any major change, such as change in costs from GEC's power suppliers, the WPCA

Bank balance tends to settle out without changing the WPCA rate. This POA continues the

Commission's longstanding practice of allowing GEC to make adjustments to its WPCA rate, up
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A

As of
collected).

WPCA Bank Balaiicé '

Commencing , 2016 expenses booked in the following Rural Utilities
Service Accounts in accordance with RUS procedures and protocols shall be eligible for
inclusion in GEC's WPCA:

Account 555 (purchased power fuel costs, both demand and energy)

Account 557 (Other Expense)

Nothing herein shall preclude GEC from requesting the CommisnoniauthoNze recovery of
additional or different costs through the WPCA, but no such costs shall be included within the
WPCA by GEC without specific Commission authorization, Q

YyPCA_R_a§ e: .. 1

The WPCA Rate shall be adjggzted to zero effeetivefOr sold on and after

, in with POA or order of the Commisison.

epoMng:

rt together ;

The Base Cost of Fuel (Authorized Base Cost)

The current AuthorizedBase Cost is $0.0

andis effective for all electricity
by order of the Commission.

The Base Cost of Fuel:

Eligible Expenses.:

or down, as it deems appropriate to address under or over collections of the WPCA bank balance,

subject, of course, to more specific Commission orders.

;,c0nf1dehtial invoices for all eligible expenditures and

Gs shall be submitted to the Utilities Division.

(Li ...by order of the

o f §e§taBIished in Deciéfon No.

sold onand . , 2016 until adj used

established

([under/over]

z

8 e g g s The report shall be
submitted on hereto, or asamended &om time to time by GEC with the
written consent of of Utilities, which amended forms shall be docketed in GEC's

that has resulted in a final rate decision from the Commission. The
b3"n1ed no later than the 30"' day of the second month following the month

most recent rate case

monthly report shall
being reported (approximately 60 days).

Annual Report and Adjustment:
Each year following GEC's Board acceptance of its annual certified outside audit performed in
accordance with RUS requirements, including specific review of the purchased power costs
reported through the WPCA during the audit period, GEC shall file revised year end and monthly
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reports to reflect all adjustments identified by the audit. The revised reports shall be clearly

marked as "Revised" on the reporting forms and all adjustments shall be explained in a cover

letter and footnotes to the schedules. Such adjusted reports shall be filed no later than six months

after the end of the applicable audit period (June 30 for a calendar year audit).

Monitoring and Adjustment Qr WPCA Rate:
To avoid large monthly swings in the cost of electricity sold to members, GEC management shall
monitor and adjust the WPCA Rate using the following general guidance:

(i)
(ii)

(iii)

( iv)

Changes to the WPCA Rate should be minimized;

The WPCA Bank balance should not become under or over collected in excess of

$600,000;

In the event the WPCA Bank balance does equal or exceed $600,600 GEC shall make

an adjustment in its WPCA Rate in an effort to move the balance close to zero during

the next twelve months,

The level of adjustment shall be based upon a twelve month forward Iooldng period
commencing with the last period for which a monthly report was filed with the
Commission, and
The prior twelve months prices and sales shall be used for the projection, adj used for

likely changes in both, provided no monthly adjustment shall be greater than

percentage change for the same month a year earlier, unless based upon known and

definite data (such as an approved rate change for a power supplier or a new customer

load).

GEC management shall regularly review the status of the WPCA Bank balance with the GEC
Board of Directors. All adjustments to the WPCA Rate shall be approved by the GEC Board of
Directors.

(V)

Exhibit DWH-9
P \ WPS PLLC2069 G2I'kd.l'l¢ -010 ACC Rates -01002015 Rates (l5~0l76) Documents GEC WPFCA POA (draft 02 ll 16) dock



'DECISION NO:DOCKET N0:E-01891A-00-0000

PURCHASED POWER AND FUEL ADJUSTOR
BANK BALANCE REPORT

! i
[DATE]

2 copies. mailed to
ACC

GARKANE ENERGY COOPERATIVE, INC

PO BOX 465
LOA, UTAH 84747

l

I
FOR THE MONTH OF MOhR

Line DESCRIPTION
1 ENDING BANK BALANCE FROM PREVIOUS MONTH 1

I

I
2 JURISDICTIONAL SALES (Applicable to Fuel AD] 0

This number SHOULD be the same as the number listed on FA-3 f

I
#DIV/0!3 ACTUAL COST OF PURCHASED POWER

(line 2 FA-1 X line 11, cost per kph sold FA-2

4 UNIT COST OF PURCHASED POWER #DIV/0!
(Line 3 I Line 2) Carry Out Six decimal places.

K
IDECISION NO. DATED

6 AUTHORIZED PURCHASED POWER ADJUSTOR
DECISION no. DATED i

7 TOTAL RATE COLLECTED FROM CUSTOMERS $0.oooooo
(Line 5 + Line 6 )

8 INCREMENTAL DIFFERENCE BET\NEEN
AUTHORIZED AND ACTUAL RECOVERY #DIV/0!
(Line 4 - Line 7)

9 NEt CHANGE TO BANK BALANCE #DIV/0 !
(Llne2X Line 8 )

|

10 ADJUSTMENT TO BANK BALANCE
$0.00

I
11 PREAPPROVED DSM COSTS

$0.00
I

12 ENDING BANK BALANCE i #DIV/0!
(Line 1 + Line 9 + Line 10 + Line 11

I
l
I

I

5 [AUTHORIZED BASE COST OF PURCHASED POWER

i
I
I

Page 1



FA-2
GENERAL INFORMATION

COMPANY NAME

1 G A R K A N E  E N E R G Y  C O O P E R A T I V E ,  I N C
P O B O X 4 5 5

L O A ,  U T A H  8 4 7 4 7 MONTH OF MOhR

2 CONTACT PERSON MARCUS LEWIS
l

3 I I 1-435-836-2795CONTACT TELEPHONE NUMBER

GENERATION
I

4 HYDRO GENERATION COST

5 TOTAL GENERATION COSTS A $
I
I

PURCHASED POWER

6 IBASE METER CHARGE

Less. Colorado City/HildaleAcquisitionCharge

7 DEMAND CHARGE

I

8 ENERGY CHARGE

TOTAL PURCHASED POWER COSTS B $0.00

g TOTAL COST OF GENERATION & PURCHASED POWER C.

10 KWH
GENERATED

;PURCHASED
TOTAL K\NH GENERATED I PURCHASED 0

11 COST PER KWH GENERATED IPURCAHSED I #Dlw0 !
(Line 9 I Line 10) I
cosT PER KWH SOLD (Monthly System kph sold) #olwoi

12 UNACCOUNTED KWH MONTH YTD
LINE LOSS 0monthlyaverage
OWN USE

I Less: Kan ab CntyAcqulstnon Charge

I

Page 2



FA-3
GENERAL INFORMATION

COMPANY NAME

1 G A R K A N E  E N E R G Y  C O O P E R A W I E ,  I N C
P O  B O X  4 6 5

L O A ,  U T A H  8 4 7 4 7 MONTH OF MO/YR

2 SALES (KWH)
IRESIDENTIAL I 0

COMMERICAL - SMALL 0
COMMERICAL - LARGE o
INDUSTRIAL 0
IRRIGATION

I 0
MUNICIPAL 0
WHOLESALE 01
OTHER SALES .- STREET LIGHTS

) 0
TOTAL SALES (KWH)

3 SALES (REVENUE $ )
RESIDENTIAL $
COMMERICAL -- SMALL
COMMERICAL - LARGE »

t
!
I

INDUSTRIAL
rRR1GATION
MUNICIPAL I
WHOLESALE
OTHER SALES - STREET LIGHTS 4

r

I

TOTAL SALES (REVENUE $ )

4 NUMBER OF CUSTOMERS
RESIDENTIAL I

I 0
COMMERICAL - SMALL 0
COMMERICAL - IARGE 0
INDUSTRIAL 0
IRRIGATION 0
MUNICIPAL 0
WHOLESALE 0
OTHER SALES - STREET LIGHTS I 0

TOTAL CUSTOMERS
I

0

o

$

Page 3



EXHIBIT

AUM!! '81

1 BEFORE THE ARIZONA CORPORATION COMMISSION

2

3

4

DOUG LITTLE, Chairman
BOB STUl'v{P, Commissioner
BOB BURNS, Commissioner
TOM FORESE, Commissioner
ANDY TOBIN, Commissioner5

6

7

8

9
DOCKET no. E-01891A-15-0176

10

11

12

IN THE MATTER OF THE
APPLICATION OF GARKANE
ENERGY COOPERATIVE, INC. FOR A
HEARING TO DETERMINE THE
FAIR VALUE OF ITS PROPERTY
FOR RATEMAKING PURPOSES,
TO FIX A JUST AND REASONABLE
RETURN THEREON, TO APPROVE
RATES DESIGNED TO DEVELOP
SUCH RETURN AND FOR
RELATED APPROVALS.13

14

15 REJOINDER TESTIMONY OF DAVID HEDRICK

16 ON BEHALF OF GARKANE ENERGY
COOPERATIVE, INC.

17

18 MARCH 18, 2016

19

20

21

22

23

24

25

r



1 Q- PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is David W. Hedrick and my business address is 5555 North Grand

Boulevard, Oklahoma City, Oklahoma 73 I12-5507.

BY wHom ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?

I am employed by Guernsey, Engineers, Architects and Consultants. I am Senior

Vice-President and Manager of the Analytical Services group.

Q- HAVE YOU PROVIDED TESTIMONY IN THIS DOCKET?

Yes, I have provided direct and rebuttal testimony.

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?

I will provide Garkane's response to Commission Staffs surrebuttal testimony.

Q- WHAT IS GARKANE'S GENERAL RESPONSE TO COMMISSION

STAFF'S TESTIMONY?

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17 A.

18

19

20

21

22

23

24

25

Garkane is pleased that Staff is recommending approval of the rates, charges and

revised Electric Service Regulation proposed by Garkane. Garkane appreciates

that common recommendations can be made without complete agreement on

methodology. Therefore, while there remains differences on methodology, they

need not be addressed or resolved in this case as there is consensus on the end

result.

Garkane acknowledges that the fonts of the Bill Estimation Tariff, the Plan of

Administration for the Wholesale Power Cost Adjustment mechanism and the

I

A.

A.

A.

A.

Q.

2



1 Prepaid Service Tariff have not yet been agreed upon. Garkane also agrees that

these items can be resolved by post-decision filings as suggested by Staff

However, Garkane continues to work with Staff in an effort to be in a position to

present mutually agreed upon documents so as to eliminate the need for post-

decision filings relating to some or all of these three documents.

DOES THIS CONCLUDE YOUR TESTIMUNY?

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Yes, it does.

3

A.

Q.

H



p

19

20

21

22

14 Garkane Energy Cooperative, Inc. ("GEC") by and through its undersigned counsel,

15 hereby files this Certification of Compliance with Public Notice Requirements established by

16 Procedural Order dated July 2, 2015. This Certification is supported by the Affidavit of Neal

17 Brown attached hereto, which includes the Affidavit of Publication from die Southern Utah

18 News as Exhibit A and a copy of the Notice that was mailed to its clients as Exhibit B thereto .

RESPECTFULLY SUBMITTED this 17'h day of September, 2015.

13

10

12

11

2

4

6

9

3

7

5

8

1

IN THE MATTER OF THE
APPLICATION CF GARKANE ENERGY
COOPERATIVE, INC., AN ELECTRIC
COOPERATIVE NONPROFIT
MEMBERSHIP CORPORATION, FOR A
DETERMNATIQN OF THE FAIR
VALUE OF ITS PROPERTY FOR
RATEMAKMG PURPOSES, TO FIX A
JUST AND REASONABLE RETURN
THEREON, AND TO APPROVE RATES
DESIGNED TO DEVELOP SUCH
RETURN AND REQUEST FOR
WAWER.

COMMISSIONERS
SUSAN BITTER SMITH, CHAIRMAN
BOB STUMP
BOB BURNS
DOUG LITTLE
TOM FORESE

BEFQRE THE ARIZONA CORPORATION COMMISSION

CERTIFICATION OF COMPLIANCE
WITH PUBLIC NOTICE
REQUIREMENTS

DOCKET no. E-01891A-15-0176

By: 4

CURTIS, GOOD 3 SULLWA
UDALL & SC WAB 7

,fr
, I

J"

L /

EXHIBIT

23

24

25

William P. "§ul1ivan, Esq.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.

File: 2082-901-0000-0000, Desk: Certification of Compliance with Public Notice Requirements, Dodi: 237617v1

I I

f.v

lllll Ill
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9

1 PROOF OF AND CERTIFICATE OF MAILING

2

3

I hereby certify that on this 17"' day of September, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original
and thirteen (13) copies of the above to:

4

5

6

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

7
A copy of the foregoing mailed to :

8

9

10

Court S. Rich
Rose Law Group pp
7144 E. Stetson Drive, Suite 300
Scottsdale, Arizona 85251

11

12 / s
l/' My'

13

IYLQWJ99 WE

14

15

16

17

18

19

20

21

22

23

24

25

File: 2002-001-0000-0000, Desc: Certification of Compliance with Public Notice Requirements, Dod:237617v1

I'll



BEFORE THE ARIZONA CORPORATION COMMISSION
1

2

3

4

5

coMitv11ssIonERs
SUSAN BITTER SMITH, CHAIRMAN
BOB STUMP
BOB BURNS
DOUG LITTLE
TOM FORESE

DOCKETNO. E-01891A-15-0176
6

7

8

9

10

AFFIDAVIT OF NEAL BROWN RE
PUBLICATION

11

12

IN THE MATTER OF THE APPLICATION
OF GARKANE ENERGY COOPERATIVE,
INC., AN ELECTRIC COOPERATIVE
NONPROFIT MEMBERSHIP
CORPORATION, FOR A DETERMINATION
OF THE FAIR VALUE OF ITS PROPERTY
FOR RATEMAKING PURPOSES, TO FIX A
JUST AND REASONABLE RETURN
THEREON, AND TO APPROVE RATES
DESIGNED TO DEVELOP SUCH RETURN
AND REQUEST FOR WAIVER.

13

14 State of Utah

15 County of Raw.

16

17

18

19

20

21

22

23

24

25

Neal Brown, being first duly sworn upon his oath deposes and says as follows :

1. I am the Member Service and Marketing Manager at Garkane Energy

Cooperative, Inc.

In that capacity, I personally oversaw the mailing of the hearing notice and the

arranging for the publication thereof as required by the July 2, 2015 Procedural

Order entered in Docket No. E-0189lA-15-0176 ("Procedural ()Eder").

Garkane provided notice of the rate case in the form prescribed in the

Procedural Order by :

a. Having the notice published once in the Southern Utah News on August 13,

2.

3.



9

1 2015 as evidenced by the Affidavit of Publication attached hereto as Exhibit

2

3

4

A;

b. Mailing via United States mail on [or over the period Hom] August 6, 2015

a copy of the notice in the form attached hereto as Exhibit B to each

5 member/customer of record, and

6 c. Posting the notice on the Cooperative's website as of August 10, 2015.

7

8 DATED this eleventh day of August, 2015.

9

10 *̀~.._

11 Neal

12 SUBSCRIBED AND SWORN to before me this M day of August, 2015 .

13

14
<

15 Notary u  he

16 My Commission Expires :

17 Q la, we

18

ASHLEE SCRIBNER
Notary Public
State of Utah

Comm. No. 557317
My Comm, Expires Sep lo. 2016

*ii . P s i J'

19

20

21

22

23

24

25

II llllllllllllllll I I  1 1 1 - - 1
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My commission expires:

Residing in Kan ab, Utah.

Subscribed and so afore me D  /  9 9  i 8 -

that the same was published in the newspaper proper and not in a
supplement and that said notice was published on www.utahlegals.com
on the same day as the first newspaper publication and the notice remained
on www.\nahiegals,com for one week after the final publication date.

that said notice was published in theregular and entire issue of every
number of the paper during the period and times of publication,and

and the last on:

consecutive weeks, the first publication on:

was published in said newspaper for:

I, Dennis A. Brunner, being duly swam, depose and say that I am
General Manager/Publisher of the SOUTHERN UTAH NEWS,
a.x8'eekly newspaperof general circulation publishedevery
Wednesday Ar KainabQ Utah, for Kdhe Courity, Utah and
Coconino County, Arizona, and a designated agent of the
Utah Press Association and the notice attached hereto,

>
(ss.

COUNTY OF KANE >

STATE OF UTAH

to

Affidavit of Publication

9 . I/

GINDY ronneérsa
Notary Public
Si Te of h

comm No. ss8;*2a

l

4 , . - 1 "

*== Avg; 24, Ease, . f

7 Notary Public

08/13/2015

08/13/2015

ONE

Publisher

COPY OF NOTICE

¢
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PUBLIC NOTICE OF HEARING ON
THE APPLICATION OF GARKANE ENERGY COOPERATIVE, INC.
FOR EsTAg_L15H1y1EnT oF 1wr.Es_ QHARGES APPROVAL Ag

TARIFFS, AND WAIVER OF COMMISSION RULES.
. (DOCKET NO. E-01891A-15-0176)

Summary

On June 1, 2015, Garkane Energy Cooperative, Inc. ("Ga1° kane") ilea with the Arizona Corporation Commission
("Commission") an Application and Request for Waivers requesting that the Commission determine die fair value of
Garkane's property for raternaking purposes, fix a just and reasonable return thereon, approve rates, charges, and
tariffs designed to result in such return, approve a Prepaid Service Ta/if1 a Net Metering Service Tariii and a Line
Extension Policy consistent with terms and conditions applicable to Garkane's Utah customers, approve corrected
and updated Garkane Electric Service Regulations, grant Garkane a waiver of Commission rules inconsistent with
the rates, tariffs, and regulations for which approval is requested, including Arizona Administrative Code ("A.A.C")
R14-2-207, R14-2-2301 et seq., R14-2-203(B), R14-2-209(A), R14-4-210, and R14-2-211, and for purposes of
Prepaid Service, grant Garkane a waiver of Garkane Electric Service Regulations 19, 20, 21, 22, 47, 51, and 53.
Garkane made corrections to its Application through filings on June 18 and 30, 2015. Garkane's Application uses a
test year ("TY") ending December 31 , 2013.

For its Arizona operations, Garkane reports total adjusted TY revenues of $4,561,894. Garkane seeks to decrease its
Arizona revenues by $l52,l28, or approximately 33%. Garkane's proposed rates and charges are intended to make
its Arizona rates and charges more consistent with its Utah rates and charges. With the proposed rates and charges,
each residential customer outside of Colorado City would see a base charge increase of $9.50 and an energy charge
per kph increase of $0.002730, which Garkane estimates would result in a bill increase from $129.82 to $13020
for a customer with average usage of 1,507 kph. Each residential customer in Colorado City would see a base
charge increase of $9.50, an energy charge per kph increase of $0.030730, and elimination of the current
adjustment charge of $0.037317 per kph. Garkane estimates that a Colorado City residential customer with average
usage of 2,088 kph would see a decrease from $242.52 to $230.38. Garkane proposes changes to the rates and
charges for other customer classes as well and to a number of service charges.

The Commission's Utilities Division ("Staff) is in the process of auditing and analyzing the application, and has not
yet made any recommendations regarding Garkane's proposed rates, tariffs, or waivers. The Commission will
determine the appropriate relief to be granted based on the evidence presented by the parties. THE
COMMISSION IS NOT BOUND BY THE PROPOSALS MADE BY GARKANE, STAFF, OR ANY
INTERVENOR. THEREFORE, THE FINAL RATES APPROVED BY THE COMMISSION MAY
DIFFER FROM AND MAY BE HIGHER OR LOWER THAN THE RATES REQUESTED BY GARKANE
OR RECOMMENDED BY OTHER PARTIES.

How You Qa3_1_Vigw_Qr Obtain a Copy of the_ Rat_e Proposal
Copies of the application and proposed rates are available from Garkane Energy Cooperative at 1802 S. Hwy 89A,
Kan ab, UT at the Commission's Docket Control Center at 1200 West Washington, Phoenix, Arizona, for public
inspection during regular business hours, and on the Comlnission's website (www.a;ncc.gov) using the e-Docket
function.

Arizona Qorp9[aion_CommissionPublic Hearing Information
The Commission will hold a hearing on this matter beginningMarch 7, 2016, at 10:00 a,m. at the Commission's
offices, Hearing Room #1, 1200 West Washington Street, Phoenix, Arizona 85007. Public comments will be taken
on the first day of hearing.

Written public comments may be submitted by mailing a letter referencing Docket No. E-01891A-15-0176 to
Arizona Corporation Commission, Consumer Services Section, 1200 West Washington, Phoenix, AZ 85007, or
by submitting comments on the Commission's website ( .mcc.Qov)using the "Submit a Public Comment for
a Utility" inunction. If you require assistance, you may contact the Consumer Services Section at 1-800-222-7000.

File: 2002-001-0000-0000, Desk: Rate Case Notice, Doc#: 231667v1
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1

About Intervention
The law provides for an open public hearing at which, under appropriate circumstances, interested persons may
intervene. An interested person may be granted intervention if the outcome of the case will directly and substantially
impact the person, and the person's intervention will not unduly broaden the issues in the case. Intervention, among
other things, entitles a party to present sworn evidence at hearing and to cross-examine other parties' witnesses.
However, failure to intervene will not preclude any interested person or entire from appearing at the hearing and
providing public comment on the application or from filing written comments in the record of the case.

To request intervention, you must file an original and 13 hard copies of a written request to intervene with
Docket Control, 1200 West Washington, Phoenix, AZ 85007, no later than October 20, 2015. You also must
serve a copy of the request to intervene on each party of record, on the same day that you file the request to
intervene with the Commission, Information about intervention and sample intervention requests are available on
the Commission's website (www.azcc.gov) using the "Intervention in Utility Cases" link.

2.
3,

Your request to intervenemust contain the following:
1. Your name, address, and telephone number, and the name, address, and telephone number of any person

upon whom service of documents is to be made, if not yoursehi
A reference to Docket No. E-01891A-15-0176:
A short statement explaining:
a. Your interest in the proceeding (e.g., a customer of the utility, a shareholder of the utility, etc.),
b. How you will be directly and substantially affected by the outcome of the case, and
c. Why your intervention will not unduly broaden the issues in the case,
A statement certifying that you have served a copy of the request to intervene on the utility or its attorney
and all other parties of record in the case, and
If you are not represented by an attorney who is an active member of the Arizona State Bar, and you are not
representing yourself as an individual, sucient information and any appropriate documentation to
demonstrate compliance with Arizona Supreme Court Rules 3 l, 38, and 42, as applicable.

The granMg of motions to intervene shall be governed by A,A.C. R14-3-105, except that all motions to intervene
must be tiled on or before October 20, 2015. If representation by counsel is required by Arizona Supreme Court
Rule 31, intervention will be conditioned upon the intervenor obtaining counsel to represent the intervenor.

AD A/Equal Access Information
The Commission does not discriminate on the basis of disability in admission to its public meetings. Persons with a
disability may request a reasonable accommodation such as a sign language interpreter, as well as request this
document in an alternative format, by contacting the ADA Coordinator, Shaylin Bernal, E-mail
SAbemal@azcc,gov, voice phone number 602-542-3931. Requests should be made as early as possible to allow
time to arrange the accornrnodadon.

File: 2002-001-0000-0000> Desk: Rate Case Notice, Doc#: 231667v1

4.

5.



Garkane Energy Cooperative, Inc.
Docket No. E-01891A-15-0176
Test Year Ended December 31, 2015

€xl-usrr
Schedule DWC-1

§4»bi8s§l a

REVENUE REQUIREMENT

(A) (B)
COOPERATIVE ORIGINAL COST

(C) (D)
STAFF ORIGINAL COST

LINE

no. DESCRIPTION Total System Arizona Total System Arizona

S

s

S

$

S

1 Adjusted Rate Base $

2 Adjusted Operating Margins (Loss) Before Interest on L.T. Debt S

3 Current Rate of Return (L2/L1)

4 Proposed Operating margins Before lnterst on L.T. Debt

5 Proposed Rate of Return (L4/L1)

6 Operating Income Deficiency (L4-L2)

7 Gross Revenue Conversion Factor

8 Required Revenue increase (L7*L6)

9 Adjusted Test Year Revenue

10 Proposed Annual Revenue (L8+L9)

11 Required Increase in Revenue (%)

12 lnterst Expense on Long-term Debt

13 Proposed/Recommended TIER

14 Proposed/Recommended DSC

s

60,782,310 s

2,633,727 s

4.33%

3,433,016 s

5.65%

799,289 s

1.0000

799,289 S

23,603,288 s

24,402,577 S

3.39%

1,442,214 s

1.85

2.42

9,651,807 s

830,262 s

8.60%

678,134 S

7.03%

(152,128) s

1.0000

(152,128.00) s

4,561,895 s

4,409,767.00 s

-3.33%

231,623 S

60,782,310 s

3,160,327 S

5.20%

2,251,513 s

3.70%

(908,814) S

1.0000

(908,814) s

23,603,288 S

22,694,474 S

-3.85%

1,442,214 S

1.03

2.01

9,651,807

1,248,381

12.93%

1,096,254

11.36%

(152,128)

1.0000

(152,128.00)

4,561,895

4,409,767.00

-3.33%

231,623

References:

I N II 111-11-
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EXHIBIT
v GARKANE ENERGY COOPERATIVE, INC.

LoA, UTAH, 84747
STATE OF ARIZONA

INDEX OF RATE SCHEDULES

TABLE OF CONTENTS

1

2

3

4

5

6

7 & 8

9

RESIDENTIAL SERVICE (REs01 ) ..

RESIDENTIAL SERVICE COLORADO CITY (ACCOI)..

IRRIGATION SERVICE (IRR04) .

GENERAL SERVICE NO. I (GSI05) ..

GENERAL SERVICE NO. 2 (GS208)..

STREET AND YARD SECURITY LIGHTING (SL007) ..

SERVICE CHARGES (SC).-

COGENERATION QUALIFYING FACILITIES OF 100 KW AND LESS (Qp-1)_.

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW (QF-2) .. 10, 11 & 12

Note: these additional Tariffs will be added to the Table of Contents following a Decision in this case:

VOLUNTARY RESIDENTIAL PREPAID SERVICE

NET METERING

ESTHVIATION METHODOLOGIES



A

GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE NO. REsa1
STATE OF ARIZONA

RESIDENTIAL SERVICE

v

AVAILABILITY: At any point on the Cooperative's interconnected system within the state of Arizona,
outside of the incorporated boundaries of Colorado City, where there are facilities of adequate capacity subject to
the Cooperative's established rules and regulations. The capacity of individual motors sewed under this Schedule
will not exceed 10 H.P. This rate not for resale.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts single phase through one kilowatt-hour meter at a single point of delivery for all service required on the
premises for residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILL: Base Rate: S 22.00 per month
Energy Charge: $ 0.07180 per kph

MINIMUM MONTHLY CHARGE: The minimum monthly charge under the above rate shall be the
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh's of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a l2-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terns
of the Electric Service Agreement between the customer and the Association. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as fanning a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Association's cost
of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition of any
purchased power adjustment, reflecting changes in this cost either upward or downward, which may be established
for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies 011 such sales and any regulatory
agencies on utility gross revenues.

APPROVED: Decision No.
EFFECTWE:

1
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s GARKANE ENERGY CCOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE NO. ACCOl
STATE OF ARIZONA

RESIDENTIAL SERVICE - COLORADO CITY

AVAILABILITY: At any point on the Cooperative's interconnected system within Colorado City where
there are facilities of adequate capacity subject to the Cooperative's established rules and regulations. The capacity
of individual motors served under this Schedule will not exceed 10 H.P. This rate not for resale.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 or
240 volts through one kilowatt-hour meter at a single point of delivery for all service required on the premises for
residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILL: Base Rate:
Energy Charge:

$ 22.00 per month
$ 0.09980 per kph

MINIMUM MONTMY CHARGE: The minimum monthly charge under the above rate shall be the
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh's of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a 12-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with, and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED: Decision No.
EFFECTWE:

2
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE no. IRR04
STATE OF ARIZONA

IRRIGATION SERVICE

4

AVAILABILITY: At any point on the Cooperative's interconnected system within the state of Arizona
where there are facilities of adequate capacity, subject to the established rules and regulations of the Cooperative.
This rate not for resale.

APPLICATION: This Schedule is for alternating current, single or three-phase electric service supplied at
the Cooperative's standard secondary voltages through a single point of delivery for service to motors on pumps,
pivot sprinkler systems, and machinery used for irrigation and soil drainage subject to the Cooperative's established
rules and regulations. If energy usage for other purposes exceeds lo% of the total energy provided, the point of
delivery shall be classified as non-irrigation and electric service shall be provided under the appropriate general
service schedule. This rate is not for resale.

TYPE OF SERVICE: Single and three-phase, 60 cycles, at available secondary voltages.

MONTHLY BILL: For any month connected:

Base Rate
Base Charge, Single Phase
Base Charge, Three Phase
Demand Charge
Energy Charge

85 75.00 per month
$ 125.00 per month
S 7.30 per billing kW per month
$ 0.05700 per kph per month

MINIMUM:
provided bycontract.
of electricity.

The minimum monthly charge under the above rate shall be the monthly Base Rate, or as
Payment of the minimum monthly charge does not entitle the consumer the use of any kWh's

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR: The consumer agrees to maintain unity power factor as nearly as practicable. The
horsepower for billing purposes may be adjusted to correct average power factors lower than 95 percent, if and
when the seller deems necessary. Such adjustment will be made by increasing the horsepower 1 percent for each l
percent by which the average power factor is less than 95 percent lagging. Leading power factor shall not be
pennitted.

Service under this Schedule will be in accordance with the terns
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

ELECTRIC SERVICE 1U8GULAT1ONS¢

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local 0ovemment taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED: Decision No.
EFFECTIVE:

3

llllu IH



Q

GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE no. GS105
STATE OF ARIZONA

GENERAL SERVICE NQ_ 1

AVAILABILITY: Available for commercial, industrial, public buildings, and three-phase Tann service
within the state of Arizona for all uses, including lighting, heating and power, subject to the established rules and
regulations of the Cooperative. This rate not for resale.

Service under this schedule is limited to consumers whose load requirements do not exceed 50 KVA of
transformer capacity.

TYPE OF SERVICE: Single-phase and three-phase, 60 cycles, at Cooperative's standard secondary
voltage. Motors having a rated capacity of ten horsepower or more should be three-phase unless specifically
approved by the Cooperative. All motors ten (10) horsepower and above shall have the starting current limited to
no more than three and one half (3.5) times the full load current for no more than 15 seconds. All Variable
Frequency Drives (VFD) shall be equipped with fully functional IEEE 519 compliant hannonic litters that limit the
Total I-Iannonic Distortion to less than ten (10) percent current distortion and less than live (5) percent voltage
distortion.

MONTHLY BILL:
Base Rate $ 25.00 per month
Demand Charge S 7.50 per billing kW per month
Energy Charge S 0.05720 per kph per month

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factor is not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (1) percent for each one (l) percent by which the average power factor is less
than 90 percent lagging.

MINIMUM; The Minimum Monthly Charge shall be the Base Rate, or as provided by contract. Payment
of the minimum monthly charge does not entitle the consumer the use of any kph of electricity.

TEIWPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months. Non-use of
service for more than 12 months shall make the electrical lines and service subject to removal under the Idle
Service Regulation.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terns
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as fanning a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED: Decision No .
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE NO. GS208
STATE OF ARIZONA

GENERAL SERVICE no. 2

4

AVAILABILITY: Available to consumers with large power loads within the state of Arizona on or near
Seller's single-phase or three-phase lines for all types of usage, subject to the established rules and regulations of
the Cooperative. A large power load is defined as any load requiring more than 50 kA of transfonner capacity.
This rate not for resale.

TYPE OF SERVICE: Single-phase and three-phase, 60 cycles, at Cooperative's standard voltages.

MONTHLY BILL: Base Rate: 58 30.00 per month
Demand Charge: $ 8.55 per kW per month
Energy Charge: $ 0.05810 per kph per month

DETERMINATION OF BILLING DEMAND: The Billing Demand shall be the maximum kilowatt
demand established by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as indicated or recorded by a demand meter and adjusted for power factor as provided below.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factors are not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (1) percent for each one (1) percent by which the average power factor is less
than 90 percent lagging.

MINIMUM MONTHLY CHARGE: The Minimum Monthly Charge shall be the Base Rate, or as provided
by contract. Payment of the minimum monthly charge does not entitle the consumer the use of any kph of
electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terns
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on tile with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED: Decision No.
EFFECTWE:
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULENO. SL007
STATE OF ARIZONA

ST_REET AND YARD SECUR1TY. LIGHTING

AVAILABILITY: Available to all consumers served by the Cooperative within the state of Arizona. This
rate not for resale.

APPLICATION: This schedule is for alternating current electric service supplied at approximately 120/240
volts, single phase at a single point of delivery, from existing secondary, subject to the rules and regulations
established by theCooperative.

MONTHLY BILL RATE for HPS or Equivalent LED Lamps:

100 Watts or less - 40 kWh/Mo:
250 Watts - 100 kWh/Mo:
400 Watts - 160 kWh/Mo:
1000 Watts- 400 kWh/Mo:
1800 Watts- 720 kWh/Mo:

$ 8.15 per unit
EB 12.90 per unit
$ 17.50 per unit
$ 47.50 per unit
$ 85.00 per unit

CONDITIONS FOR SERVICE:

1. Service under this schedule is unmetered.

2. The Cooperative will maintain the light in operating condition. Consumer will assume
responsibility and pay for damage caused by his own negligence or that of third parties.

The consumer must notify the Cooperative that repairs or maintenance are necessary.

The Cooperative will perfonn necessary repairs or maintenance at its earliest convenience and
during nonna working hours.

5. The consumer will guarantee payment for a minimum of twelve (12) months, if not, consumer
will reimburse Cooperative for all removal costs.

6. Equivalent LED light size and type to be determined by Cooperative.

7. An additional charge may apply for customers in areas with a Dark Sky ordinance.

3.

4.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADIUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative's base cost of power is $0.035346. Rates are subject to the imposition on
any power adjustment reflecting changes in this cost either upward or downward, which may be established for
billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED :
EFFECTWE :

Decision No.
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE SC
STATE OF ARIZONA

SERVICE CHARGES
(Page 1)

This schedule sets the amounts for impact fees, various services, and other miscellaneous charges
authorized in the Rules and Regulations of either the Arizona Corporation Commission or Garkane Energy
Cooperative, Inc.

The impact fee shall be based upon the service entrance main breaker and/or fuse sets amperage and
nominal service voltage. Where there are more than one service entrance main breakers and/or fuse sets the impact
fee shall be based upon the sum of such devices.

Service entrances which are upgraded and result in increased capacity shall be assessed an impact fee equal
to the difference between the original service entrance size and the upgraded service entrance size. Service
entrances which are upgraded for safety reasons or system improvements without increase in service capacity may
have the impact fee waved.

In new subdivisions impact fees shall be assessed to the Subdivision Developer. The Subdivision
Developer shall pay the required impact fees for a minimum 100 amp service per lot. Once the lot has been sold
and the lot owner request service to the lot, the lot owner will be required to pay any additional impact fee based on
his/her service requirements over the minimum 100 amp service paid by the Subdivision Developer.

This schedule sets the amounts for various service and other miscellaneous charges authorized in the Rules
and Regulations of either the Arizona Corporation Commission or Garkane Energy Cooperative, Inc.

IMPACT FEES

RESIDENTIAL OR NON-DEMAND SERVICES
(Single Phase 120/240 volt Service)

OVERHEAD OR UNDERGROUND SYSTEM CONNECTION

0-60 amps $ 150.00
61-200 amps $ 500.00
Each additional 100 amps, or portion thereof $1,000.00

COMMERCIAL, IRRIGATIONAL, GENERAL SERVICE, OR ALL OTHER
SERVICES

Installed Meter Capacity
or Minimum Impact Fee

$ 40 per kW
$ 576.00

Upgrading of existing service will require payment of the applicable impact fees based on the difference in
cost between the calculation of the exiting installation size and capacity versus the cost of the new installation in
size and capacity.

943998 FOR. EIECT_RIQ §ERv1_cE CONNECTIONS (EXCLUSIVE OF ANY APPLICABLE
CHARGES FOR ;.1nE_ExT_En§;ons)

A. NEW SERVICE
B. ADDITIONAL SERVICE
c. SERVICE CONNECTION CALLBACKS

S 50.00
$ 30.00
3; 75.00

Note: The charges for service connections are for standard connections. A customer who requests that
service be provided in a non-standard manner will be required to pay, in addition to the service connection charge,
any additional costs for such service connection in excess of the service connection charge. Additional service
charges relate to requests for each additional service connection or location change to a new service address.
Callback service charges relate to a return trip to connect electric service, when a customer provided an inaccurate
service address, postpones, or cancels a service order already completed.

7
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE SC
STATE OF ARIZONA

SERVICE CHARGES
(Page 2)

SERVICE CALLS DURING REGULAR WORKING HOURS

SERVICE CALLS AFTER REGULAR WORKING HOURS

83 50.00

ACTUAL COST OR
A MINIMUM OF $50.00

Note: Charges for service calls relate generally to reconnects of previously disconnected service or
interruptions of service caused by the consumer's negligence. After hours charges also apply for regular service
connections requested by the consumer during this period .

METER TEST per Rule R14-2-209F
METER REREADS per Rule R14-2-209C
BROKEN METER SEALS:

33 20.00
S 15.00
$150.00 - let Offense
$300.00 - 2nd and subsequent Offenses
$ 25.00

1.5% (per month)
$ 25.00

1.5% (per month)
$ 50.00

RETURNED CHECKS
LATE PAYMENT CHARGE
FIELD COLLECTION CALL
DEFERRED PAYMENT PLAN FINANCE CHARGE
TEMPORARY TEST PROVISICN

Note: Customers may request a temporary connection of service for the purpose of testing a pump or other
equipment. A one-time fee is required for this service along with the applicable charge for the energy used. This
service is available for a maximum connection time of seven (7) days.

APPLICABLE TAXES AND CHARGES: In the event any taxing body shall impose or increase any
franchise, occupation, sales, license, excise or other tax or charge of any kind or nature, including taxes or charges
based upon the charges listed above the receipts or income therefrom, the pro-rata amount thereof will be added to
and, as part of the effective rate, separately itemized and billed to all Customers in the area or locality in which such
tax or charge applies.

APPROVED: Decision No V
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE QF-1
STATE OF ARIZONA

COGENERATION QUALIFYING FACILITIES OF 100 KW AND LESS

AVAILABILITY: In all territory sewed by the Cooperative within the state of Arizona where its facilities
are of adequate capacity and the required phase and suitable voltage are in existence and are adjacent to the
premises served.

APPLICATION: The Co-Generation Qualifying Facilities Rate (QF-1) is applicable to owners of co-
generation qualifying facilities and small power production facilities of 100 kW and less who are retail customers
and who enter into a written contract with the Cooperative with respect to such service. Service shall be supplied at
one point of delivery where part or all of the electrical requirements of the customer can be supplied from a source
or sources, owned by the customer, and where such sources are connected for parallel operation of the customer's
system with the system of the Cooperative. Customer sources may include but are not limited to windmills, water
wheels, solar conversion, and geothennal devices, each of which is capable of generating 100 kW or less.

TYPE OF SERVICE: The type of service furnished the customer pursuant to this rate tariff shall be
determined in the reasonable discretion of the Cooperative.

MONTHLY RATE: All purchases from the Cooperative and sales to the Cooperative shall be treated
separately. For capacity and energy supplied by the Cooperative to the customer, the applicable rate shall apply. In
addition, the customer will be required to pay an additional customer charge as follows:

$13.00 Monthly
$25.00 Monthly
$35.00 Monthly
$50.00 Annually

Residential
General Service 1
General Service 2
Irrigation

For energy supplied by the customer to the Cooperative, the rates shall be as follows:

For non-finn power, the purchase rate will be $00260 per kph generated and delivered onto the
Cooperative's system. For firm service, the purchase rate will be the non-finn purchase rate plus ten percent (10%)

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on file with the Arizona
Corporation Commission, shall apply to this schedule. Cooperative policy regarding Meter reading intervals terns
of payments, extended billing periods, and collection policy, as filed and approved by the Arizona Corporation
Commission, are stated and published in the Cooperative's Service Conditions

CONTRACT PERIOD: As provided in the Cooperative's agreement for service with the customer

APPROVED: Decision No
EFFECTIVE
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE QF-2
STATE OF ARIZONA

OPTIONAL ELECTIQIQSERXICE FOR QUALIFIED CQQEMERMION
AND SMALL POWER P.RODUCT1ON FACILITIES OVER 100 KW

(Page 1)

AVAILABILITY: 111 all territory sewed by the Cooperative within the state of Arizona where facilities of
adequate capacity and suitable voltages are adjacent to the premises sewed and when all applicable provisions
described herein have been met.

APPLICATION: The Optional Electric Service for Qualified Cogeneration and Small Power Production
Facilities over 100 kW (QF-2) is applicable to customers of the Cooperative that own and operate qualified
cogeneration and small power production facilities of 100 kW or more that meet qualifying status as defined under
18 CFR, Chapter l, Part 292, Subpart B of the Federal Energy Regulatory Colnmission's regulations and pursuant
to the Arizona Corporation Commission's Decision No. 53245. The facility's generator(s) and customer's load
must be located at the same premise. The owner of the Qualifying Facility (QF) shall enter into a contract
pertaining to the operation of the QF by the QF owner with the Cooperative.

SUPPLEMENTARY POWER:

A. Definition of Supplementary Power
Supplementary power is the kW capacity and related kph energy purchased by the QF in excess of
the production capability of the QF 's generating equipment.

Rates
The rates charged for supplementary power shall be the appropriate retail Tariff of the Cooperative
which is applicable to the QF's class of service or any new retail rate agreed to by the parties and
approved by the Arizona Corporation Commission.

Determination of Supplementary Energy
Supplementary energy shall be equal to the metered kph being supplied to the the QF, less any
kph billed as standby or maintenance energy.

Detennination of Supplemental Demand
Supplemental demand shall be the greater of:

ii.

STANDBY AND MAINTENANCE POWER:

A.

The metered demand, measured in accordance with the Cooperative's appropriate standard
offer retail rate schedule, less any standby and maintenance demand, or
The minimum supplemental billing demand specified in the QF's contract.

Definition of Standby - Maintenance Power
Standby and maintenance power is the kW capacity and related kph supplied by the Cooperative
attributable to forced or scheduled outages by the QF, respectively.

B.

C.

D.

10
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE
SCHEDULE QF-2

STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER_100 KW

(Page 2)

Rates
Reservation / Capacity Charge
The reservation / capacity charge for  standby and maintenance power shall be the sum of the
distribution billing demand charge in the applicable retail rate schedule, plus the applicable demand
charges in the wholesale supplier's tariff each month, multiplied by the contract Standby Capacity,
as detennined in Section E of this section.

Energy Charge
The rate applicable to standby and maintenance energy shall be the sum of the distribution energy
charge in the applicable retail rate schedule plus the current energy rate from the wholesale supplier
multiplied by the sum of the Standby Energy and Maintenance Energy as determined in Sections C
and D of this section.

Detennination of Standby Energy
Standby energy is defined as electr ic energy supplied by the Cooperat ive to replace power
ordinarily generated by the customer 's generation facility during unscheduled full and partial
outages of said facility. Standby energy is equal to the difference between the maximum energy
output of the customer 's generator (s) and the energy measured on  the customer 's generator
meter(s) for the billing period, except those periods where energy supplied by the Cooperative is
zero.

Determination of Maintenance Energy
Maintenance energy is defined as energy supplied to the customer to a maximum of the Contract
Standby Capacity times the hours in the Scheduled Maintenance period. Maintenance periods shall
not exceed 30 days and must be scheduled during off peak months. Customer shall supply the
Cooperative with a maintenance Schedule for  a 12-month period at least 60 days prior  to the
beginning of that period, which is subject to the Cooperative's approval. Energy used in excess of a
30-day period of unauthorized maintenance energy shall be billed on the Supplemental Power Rate
as specified in this Schedule.

Contract Standby Capacity kW
Contract Standby Capacity kilowatt (kW) amount is the amount of cogeneration or self-generation
capacity for which the customer contracts with the Cooperative for Standby Service. If the contract
Standby Capacity is exceeded and not covered by the Supplementary Power provisions of this
tariff, then the contract standby capacity is automatically increased to the new level. The Contract
Stan dby Capaci ty kW can n ot  exceed th e maximum n et  output  r a t in g(s)  of th e con n ected
generator(s).

11
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GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE QF-2
STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW

(Page 3)

BASIC SERVICE CHARGE: The monthly basic service charge shall be the service charge contained in the
Cooperative's current applicable retail rate schedule, plus an additional $35 per month.

INTERCONNECTION CHARGE: The QF shall pay all costs associated with any and all additions,
modifications or alterations to the Cooperative's electric system necessitated or incurred in the establishment and
operation of the interconnection with the QF, including but not limited to any and all modification required for the
metering of power and energy or for the efficient, safe and reliable operation of the QF's facilities.

FACILITY CHARGE ON DEDICATED FACILITIES: The QF shall be required to pay to the Cooperative
a monthly facilities charge to recover all related costs of any dedicated facilities constructed to serve the QF on a
firm power and energy basis.

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on file with the ACC, shall apply to
this schedule. Cooperative policy regarding Meter reading intervals terms of payments, extended billing periods
and collection policy, as filed and approved by the ACC, are stated and published in the Cooperative's Service
Conditions.

CONTRACT PERIOD: As provided in the Cooperative's agreement for service with the customer.

APPROVED: Decision No.
EFFECTIVE :
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Description Existing New Change
Power Cost, per kph Sold
WPCA Base Cost, per kph Sold
WPCA Factor, per kph

SPAC Factor, per kph

Total Pass Through, per kph

$0.034350
$0.025580
$0.008780

($0.005004)

$0.003776

$0.035346
$0.035346
$000000

$0.00000

$000000

$0.000996
$0.009766

($0.008780)

$0.005004

($0.003776)
Residential-Arizona
Base Charge
Energy Charge, per kph

$12.50
$0.069070

$22.00
$0.071800

$9.50
$0.002730

Residential-Colorado City
Base Charge
Energy Charge, per kph
Adjustment Charge per kph

$12.50
$0.069070
$0.037317

$22.00
$0.099800
$0.000000

$9.50
$0030730
($0.037317)

Residential- Prepaid Service- Arizona
Base Rate, per day
Energy Charge, per kph (excluding Colorado City)
Energy Charge, per kph - Colorado City

NEW $0.72281
$007180
$0.09980

$0.72281
$0.07180
$009980

General Service No. 1-Arizona
Base Charge
Demand Charge, per Billing kW
Energy Charge, per kph

$12.50
$6.37
$0.058450

$25.00
$7.50
$0.057200

$12.50
$ 1.13
($0.002150)

General Service No. 1- Colorado City
Base Charge
Demand Charge, per Billing kW
Energy Charge, per kph
Adjustment Charge, per kph

$12.50
$6.37
$0.058450
$0.006177

Now part of
Gen. Service
No.1

$12.50
$1.13
($0.001250)
($0.006177)

General Service No. 2-Arizona
Base Charge
Demand Charge, per Billing kW
Energy Charge, per kph

$20.00
$6.37
$0.061150

$30.00
$8.55
$0.058100

$10.00
$2.18
($0.003050)

General Service No. 2- Colorado City
(Eliminated)
Base Charge
Demand Charge, per Billing kW
Energy Charge, per kph
Adjustment Charge, per kph

$20.00
$6.37
$0.061150
$0.015035

Now part of
Gen. Service
No.2

$10.00
$2.15
($0.003050)
($0.015035)

Public Bldgs. & Authorities - GS No. 1- Arizona
(Eliminated)
Base Charge
Demand Charge, per Billing kW
Energy Charge, per kph

$12.50
$6.37
$0.058450

Now part of
Gen. Service
No.1

$12.50
$1.13
($0.001250)

Public Bldgs. & Authorities - GS No. 1-Colorado City
(Eliminated)
Base Charge
Demand Charge per Billing kW
Energy Charge, per kph
Adjustment Charge per kph

$12.50
$6.37
$0.058450
$0.003956

Now part of
Gen. Service
No.1

$12.50
$1.13
($0.001250)
($0.003956)

v
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Description Existing New Change

Public Bldgs. & Authorities - GS No. 2-Colorado City
(Eliminated)
Base Charge
Demand Charge per Billing kW
Energy Charge, per kph
Adiustment Charqe, per kph

$20.00
$6.37
$0.061150
$0.003956

Now part of
Gen. Service
NO.2

$10,00
$2.18
($0.003050)
<$0.003956>

Irrigation-Arizona
Base Charge, Single Phase
Base Charge, Three Phase
Demand Charge, per Billing kW
Enerov Charge, per kph

$75.00
$125.00
$581
$0.057230

$75.00
$125.00
$7.30
$0.057000

$0
$0
$1 .99
($0000230)

Street & Security Lighting - Arizona
100 Watts MV
250 Watts MV
400 Watts HPS

$8.12
$12.50
$17.00

$8.15
$12.90
$1750

$0.03
$0.40
$0.50

Co-Generation over 100kW
Basic Service Charge
Monthly Reservation Charge, per Contract kW

Energy Charge per kph

Standby interruptible Energy Charge, per kph
maintenance Service Energy Charge, per kph

$10.00
$3.94

$0_065200

$0.065200
$0.065200

$35.00
Dist. Billing
Dmd Plus
Wholesale
Dmd Charges

Dist. Energy
Charge Plus
Wholesale
Energy Rate

N/A
N/A

$25.00

Co-Generation of 100kW or less
Residential Monthly Charge
General Service No. 1, Monthly Charge
General Service No. 2, Monthly Charge
irrigation, Annual Charge
Purchase Rate

New
$13.00
$25.00
$35.00
$50.00
$0.02600

$13.00
$25.00
$35.00
$50.00
$002000



Miscellaneous Service Charges
New Service .- Standard
New Service .- Non-Standard

Additional Service
Service Connection Callbacks
Service Calls -. Regular Hours
Service Calls .- After Hours

Meter Test
Meter Rereads
Returned Check Charge
Late Payment Charge
Field Collection Call
Deferred Payment Plan Finance charge
Temporary Test Provision
Impact Fees - Residential/Non-Demand Services
0-60 amps
61-100 amps
101-200 amps
Each additional 100 amps

Impact Fees - All Other Classes
Installed Meter Capacity, per kW
Minimum Impact Fee .

Meter - Broken Seal (1 s1 time)
Meter -. Broken Seal (ea. Occasion after 159)

$30.00
$30.00 plus
Actual Cost
$30.00
$30.00
$30.00
Actual Cost/
$30 Minimum
$20.00
$15.00
$20.00
1.50%
$15.00
1.50%
$50.00

$1,000.00
$1,000.00
$2,000.00
$1 ,000.00

$40.00
$1,000.00
NEW
NEW

$50.00
$50.00 plus
Actual Cost
$30.00
$75.00
$50.00
Actual Cost/
$50 Minimum
$20.00
$15.00
$2500
1.50%
$25.00
1.50%
$50.00

$150.00
$500.00
$500.00
$1,000.00

$40.00
$576.00
$150.00
$ 300.00

$20.00
$20.00

$0
$45.00
$20.00

$20.00
$0
$0
$5.00
0%
$10.00
0%
$0

($850.00)
($500.00)
($1 ,500.00)
$0

$0
($424.00)
$150.00
$300.00

x
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EXHIBIT\

N GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE 9\~\Q\

SCHEDULE NO. AZEM
STATE OF ARIZONA

ESTIMATION METHODOLOGIES

Approved by Decision No.:

Effective:

APPLICABILITY

For the express purpose of bill estimation for all tariffs in the event a valid meter reading cannot
be acquired. The Cooperative will make every reasonable attempt to secure an accurate reading of the
customer's meter. This tariff is not applicable to standby, supplementary or resale service,

Conditions for Estimated Bills

Estimated bills will be issued only under the following conditions:

Failure of a customer who reads their own meter to deliver their meter reading to the
Cooperative in accordance with the requirements of the Cooperative billing cycle.

Severe weather conditions, emergencies or other causes beyond the Cooperative's control
which prevent the Cooperative from reading the meter.

Circumstances that make it dangerous or impossible to read the meter, including but not
limited to: locked gates, blocked access to meters, threatening or abusive conduct of
customers, vicious or dangerous animals or missing meters.

Labor shortage due to circumstances such as unforeseen illnesses, natural disasters, or
other extreme events, or other work stoppages beyond the control of the Cooperative.

To facilitate timely billing for customers using load profiles.

S_pgcial_Con_djtigns for P_repaid Residential Service (Schedule PRS).

If there are communication issues that prevent the Cooperative from obtaining a valid kph
reading for residential customers receiving service under its Schedule PRS, kph readings will be
estimated using the daily average use over the last three (3) months' bills until a valid reading is obtained.
If the customer has no usage history, Estimation Procedures A-3 or A-4, as applicable, will be used to
estimate usage. When the valid reading results in a negative balance, the customer will be notified that
they have two (2) business days to replenish the account to avoid disconnection for a negative balance.
During the period of estimated billing, the customer will receive daily notices of the balance of their
accounts by the notice method(s) established for that customer.

After seven (7) calendar days of no readings, the Cooperative will physically check and/or change
the meter and obtain a valid reading. All estimated billings will be adjusted with actual data and if the
reading causes the account to become negative, the customer will be notified that they have five (5)
business days to replenish the account to avoid disconnection for a negative balance.

Estimated billing will not be used for longer than a seven (7) consecutive day period due to
communication issues except where area-wide issues (such as weather or system outages) or a customer
specific equipment issue (excluding replacing the customer's meter) necessitates a longer period.

Notice of Estimation
Each billing statement based on estimated usage will indicate that it is an estimated bill and note

the reason for estimation.

1
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Condition Estimation Procedures
1. A kph estimate with at least one year of

history for the same customer at same
premise, or new customer with at least
one year of premise hists

Estimate using the kph, same month one
year prior and/or the amount of usage
during the preceding month, from the
same premise.

2. A kph estimate with less than 12 months
of history for the same customer at the
same premise

Estimate using the kph of the preceding
month from the same premise.

3. A kph estimate with less than 12 months
of history for a new customer, but with
hists at the premise

Estimate using the kph of the preceding
month from the same premise.

4. A kph estimate with no prior consumption
history

Bill the fixed monthly customer charge, plus
applicable taxes only. The kph will be
billed with the next valid read in accordance
with the Arizona Administrative Code.

5. A kW estimate with at least one year of
history for the same customer at the same
premise or new customer with one year of
premise hists

Calculate the estimate using the kw, same
month one year prior and/or the preceding
month, from the same premise.

6. A kW estimate with less than 12 months
of history for the same customer at the
same premise

Calculate the estimate using the kW of
the preceding month from the same
premise.

7. A kW estimate with less than 12 months
of history for a new customer but with
history at the premise

Calculate the estimate using the kW of
the preceding month from the same
premise.

8. A kW estimate with no prior consumption
history

Do not estimate. A service order is issued
for a meter technician to obtain a valid
read.

9. Time-Of-Use estimate with at least one
year of history for the same customer at
the same premise or a new customer
with at least one year of premise history

Time-Of-Use has two readings, "On-Peak"
and "Off Peak." Calculate the estimate
using the "On Peak" and "off Peak" reads,
the same month one year prior and/or the
preceding month from the same premise.

10. Time-Of-Use estimate with less than 12
months history for the same customer at
the same premise

Time-Of-Use has two readings, "On-Peak"
and "Off Peak." Calculate the estimate
using the "On Peak" and "Off Peak" kph
of the preceding month from the same
premise.

GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

q

1

SCHEDULE NO. AZEM
STATE OF ARIZONA

ESTIMATION METHODOLOGIES

Est_i_mation Procedures

The Cooperative currently utilizes a customer information system (CIS) and/or billing personnel
for billing, bill calculations and bill estimations.

A. TheBill estimation procedures and various conditions which may apply are described in detail.
various conditions described are not limited to only those mentioned.

2
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11 Time-Of-Use estimate with less than 12
months history for a new customer but
with history on the premise

Time-Of-Use has two readings, "On-Peak"
and "off Peak." Calculate the estimate
using the "On Peak" and "Off Peak" kph
of the preceding month from the same
premise.

12. Time-Of-Use estimate with no prior
consumption history for a new customer
at new premise

Bill the fixed monthly customer charge, plus
applicable taxes only. The kph will be
billed with the next valid read in accordance

with the Arizona Administrative Code.

4
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v GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE

SCHEDULE NO. AZEM
STATE OF ARIZONA

ESTIMATION METHODOLOGIES

Variance in estimation methods for differing conditions.

Examples of differing causes for estimation include, but are not limited to: tampering, energy
diversion, damaged or destroyed meter, partial meter failure, and meter reading equipment failure.

In the event the meter has been tampered with or destroyed, or energy diversion has occurred, the
methods referred to in "Item A" above still apply, prorating the usage if the estimation period is less than
a full billing cycle. Examples of such can include, but are not limited to the following:

\

Tampering and/or Energy Diversion:

A val id read was obtained on  October  1,  Year  Two. A tampering or  energy diversion is
discovered on October  15"' . Th e meter  h as th e same r eadin g fr om October  l ,  Year  Two. An
investigation reveals the service is active and electricity is being consumed. The same service history
indicated a kph usage of 900 kph for the month of October Year One. A manual estimate will prorate
based upon a daily average of the 900 kph divided by the number of days in the history record the same
month (31) for a total of 29 kph per day, times the number of days tampered (15), for a final estimate of
435 kph .

If the service does not have a 12-month history, the same ferula is used with the past 3-month
average.

In the event the investigation reveals evidence that the tampering or energy diversion occurred for
a period exceeding one month, the Cooperative will use the applicable estimation procedure to the point
in time that the tampering or energy diversion may be definitely detennined, or 12 months.

Meter Damaged/Destroyed:

The same estimation procedure is perfonned as prescribed in "Item A" if it is determined that the
damage or destruction is caused by the customer to the point in time that the damage or destruction may
be definitely determined, or 12 months.

In the event the damage or destruction is otherwise caused, the estimation procedure is the same
as descr ibed in  "Item A," but the customer 's responsibil i ty is l imited to 3 months for  residential
customers and 6 months for all other classifications of customers.

Partial Meter Failure:

if a meter is found to be deficient in recording any portion of the actual usage, the kW and kph
are estimated based on the percentage of deficiency for a period limited to 3 months for residential
customers and 6 months for non-residential customers.

3
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GARKANE ENERGY COOPERATWE, INC.
ELECTRIC SERVICE

nr

SCHEDULE NO. AZEM
STATE OF ARIZONA

ESTIMATION METHODOLOGIES

For accounts where it is determined that the meter has failed, a reading will be obtained from the
new meter after 7 days. The usage will be determined by using the daily average calculated from the new
meter, less 20%. Charges for under-billings of failed meters will be limited to 3 months for residential
meters and 6 months for non-residential meters. In instances where the Cooperative believes the
customer 's usage patterns were different dur ing the failed per iod than those used to detennine the
estimate, then the Cooperative may adjust its estimate downward.

C. Conditions when estimations are calculated by the CIS system.

The CIS system calculates the estimate when the meter of a service does not record a valid read
for the nonna billing cycle for any of the reasons listed under "Conditions for Estimated Bills."

D. Conditions when estimations are made manually.

The manual estimate is made by Cooperative personnel when there is a partial meter failure,
weather  related differences (previous year 's usage is reflect ive of unseasonable or  great ly var ied
temperatures), or there is tampering, or a damaged/destroyed meter for less than the normal billing cycle
and the bill must be prorated.

E. Procedures to minimize the need for using estimated data.

If feasible, the meter  reader is asked to return to the service premise for  a valid read. If the
service has access problems an Offsite Meter  Reading (OMR) or  Automated Meter  Reading (AMR)
device may be installed. However, the Cooperative shall have the right of safe ingress to and egress from
the customer's premises at all reasonable hours for any purpose reasonably connected with Cooperative
property used in furnishing service and to exercise any and all rights secured to it by law or the Arizona
Corporation Commission.

F. Procedures for estimating first and final bills.

First and final bills are not estimated unless the meter fails. If the reading is not recorded for the
first bill, the first bill is issued for the fixed monthly charges plus applicable taxes only. The total kph
will be billed on the first valid read. The final bill is not issued until such time a valid read is secured.

In the event of metering equipment that is damaged, destroyed or absent for the first or final bill,
the estimate is the same as Items B and D above.

In the event of metering equipment failure for the first or final bill, the estimate is the same as
Items B and D above.

In the event of metering equipment that is damaged, destroyed or absent for an account with a
demand reading,  for  the fir st  or  final  bil l ,  the kph and/or  kW estimate is based on the connected
equipment operating characteristics.

G. Procedure for estimation using customer specific data.

If there is no service history available on which to base an estimate, the kph and/or kW estimate

is based on the connected equipment operating characteristics.

4
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GARKANE ENERGY COOPERATIVE, INC.

Loa, Utah 84747

ELECTRIC SERVICE REGULATIONS

STATE OF ARIZONA

1. These Rules and Regulations are designed to govern the supply, receipt and
utilization of electric service from Garkane Energy Cooperative, Inc. ("Company" or
"Cooperative") in Arizona consistent with the safe and reliable service practices.

2. These Rules and Regulations and all Rate Schedules are on file in the office of the
Company, and copies are obtainable by any customer without charge upon request.

3. These Rules and Regulations are subject to revision from time to time and
supersede all regulations which may heretofore have governed the supplying and taking of
Company's electric service. They are subject to the jurisdiction of the Arizona Corporation
Commission ("ACC" or "the Commission").

DEFINITIONS

4. The following expressions, when used in these Rules and Regulations, in Rate
Schedules, and in Service Agreements, shall, unless otherwise indicated, have the meanings
given below:

5. Customer. Any individual, partnership, association, firm, public or private
corporation or governmental agency receiving Company's service at any specified location.

6. Company. Garkane Energy Cooperative, Inc.

7. Electric Service.. The availability of electric power and energy, irrespective of
whether any electric power and energy is actually used. Supplying of service by Company
consists of the maintenance by the Company at the point of delivery of approximately the
established voltage and frequency by means of facilities adequate for carrying Customer's proper
load.

8. Point of Delivery. Customer's service terminal, or the point where the
Company's wires are joined to Customer's wires or apparatus, unless otherwise specified in
Customer's Service Agreement.

9. Customer's Installation. In general, all wiring, appliances and apparatus of any
kind or nature on Customer's side of the Point of Delivery (except Company's meter installation)
useful in connection with Customer's ability to take electric service.

1
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10. Service Facilities.

(a) Service Drop. The wi res  owned by Company connect ing  Company 's
distribution system to Customer's service entrance conductors.

The portion of Customer's installation to(b) Service Entrance Conductors.
which Company's Service Drop is connected.

11. Month.. An interval of approximately thirty (30) days between successive meter
reading dates, except when the calendar month is specified.

12. Service Agreement. The agreement or contract between Company and Customer
pursuant to which service is supplied and taken.

13. Connected Load. The combined nominal rated capacity of al l  motors, or other
energy consuming dev ices ,  insta l l ed on Customer's  premises ,  which may be operated wi th
energy supplied by Company.

14. The tern horsepower shall be construed to mean the equivalent to
750 watts.

1-I_Qrsep0wer..

15. Notice.. Unless otherwise specified, a written notification delivered personally or
mailed by one party to the other at such other party's last known address, the period of notice
being computed from the date of such personal delivery or mailing.

16. Meter. The meter or meters, together with auxiliary devices, if any, constituting
the complete instal lation needed to measure the power and energy supplied to any individual
Customer at a single point of delivery.

17. Customer_l_§_x_tension: Any branch from, or continuation of, an existing line to the
point of delivery to Customer, including increase in capacity of any of the Company's existing
fac i l i t i es ,  or  the chang ing  of  any l ine to meet Customer 's  requ i rements  and inc luding  a l l
transformers, service drop, and meters.

18. §_tandby Service_.. Standby service shall  be construed to mean service to a load
for which Customer has avai lable an alternative source of power other than that provided by
Company.

SERVICE AGREEMENTS

19. Form and Execution of Service Agreements. Each applicant for service shall
make a wri tten appl ication therefore,  on the Company's  standard form, or execute a  fonta l
contract. The Company's standard application form, when signed by the Company's authorized
representative as well as the Customer, becomes a binding Service Agreement.

20. Term of Sexjyice Agreeen_t. Unless otherwise provided, service agreements are
to continue in effect for an initial period of one (1) year where a new service is provided.
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21. Expiration or Renewal of Service Agreements. Unless otherwise provided,
each Service Agreement will automatically extend its expiration date for additional successive
periods of one (1) year each, unless and until either party has notified the other in writing not less
than thirty (30) days prior to the end of any such period of its desire to terminate such agreement.

22. Companv's_Right to Cancel Service Agreement or to Terminate or Suspend
Service. The Company may suspend or terminate service for the reasons and pursuant to the
procedures specified in Commission Rule R14-2-211 .

23 . Change of Address of Customer.

(a) When Customer changes his address he shall give notice thereof to Company
at least three (3) working days prior to the date of change. Customer will be held responsible for
all service supplied to the vacated premises until such notice has been received and Company has
had a reasonable time, but not less than three (3) working days, to discontinue service.

(b) If Customer moves to an address at which he requires electric service for any
purpose specified in this Service Agreement, and at which address Company has such service
available under the same rate schedule, the notice shall be considered as Customer's request that
Company transfer such service to the new address, but, if Company does not have such service
available at the new address, the old Service Agreement shall be considered cancelled.

(c) If Company has service available at the new address to which a different rate
schedule applies, a new Service Agreement, including the applicable Rate Schedule, will be
offered to Customer. Company will make transfers of service as promptly as reasonably possible
after receipt of notice.

24. Successors and Assigns. Service Agreements shall inure to the benefit of and be
binding upon the respective heirs, legal representatives, and successors by operation of law, of
the parties thereto, but shall be voluntarily assignable by either party only with the written
consent of the other, except that Company may, without Customer's consent, assign any Service
Agreement to any person or corporation, in any lawful way acquiring or operating all or any part
of the Company's property used in supplying service under such agreement.

SUPPLYING AND TAKING OF SERVICE

25. Power Supply. Alternating current at approximately sixty (60) cycles. Secondary
distribution voltages are available at nominal 120/240 volts and 240/480 volts single phase, or
120/208 volts and 277/480 volts three phase. Loads shall be equally balanced between the
available phases.

26. Supply of Service. Service will be supplied only under and pursuant to these
service regulations, and any modifications or additions thereto lawfully made, and such
applicable rate or rates as may from time to time be lawfully fixed. Service will be supplied
under a given Rate Schedule only at such points of delivery as are adjacent to facilities of the
Company adequate and suitable as to capacity and voltage for the service desired. Otherwise,
special agreements between Customer and Company may be required.
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27. Continuity of S_ervic_e.. Company will use reasonable diligence to supply steady
and continuous service, but does not guarantee the service against irregularities or interruptions.
Company shall not be liable to Customer for any damages occasioned by service irregularities or
interruptions.

If compliance with orders or formal requests of any governmental agency, curtailing or
diverting Company's available electric power resources make it  impossible for Company to
supply the full electric power requirements of all its Customers, Company shall not be liable for
any injury or loss caused by the resultant curtailment, in whole or in part, of its supply to any
Customer. If any such curtailment reduces the amount of power available to a Customer below
the minimum amount contracted for, such Customer shall be relieved of the obligation to pay
more than the amount otlpower from time to time made available by Company.

Inability on the part of the Company to meet its contractual obligations to any Customer,
when such inability is  due to Company's compliance with an order  or  formal request  of a
governmental agency, shall not constitute default on the part of Company as to any contract or
agreement, and any contract or agreement affected by such compliance shall remain in full force
and effect except as necessarily modified during the effective period of such order or formal
request.

28. Susie_nsiQp of Service f0_r Repairs and Cha_n_qes.

Service interruptions may occur. Customer is responsible for installing and maintaining
protective devices as are recommended or required by the most current edition of the National
Electr ic Code and other  such devices as are necessary or  advisable to protect  Customer 's
equipment or process during irregular or interrupted service including, but not limited to, voltage
and wave form ir regular it ies ,  or  the fa ilure of par t  or  a ll of the electr ica l service.  When
interruptions do occur the Cooperative shall re-establish service as soon as practicable.

The Cooperat ive may inter rupt  service to provide necessary civil defense or  other
emergency service in the event of a national emergency or local disaster. The Cooperative may
also interrupt service as necessary for maintenance, repairs, construction, moving of buildings or
oversized objects, relocation or changes of facilities, to prevent or alleviate an emergency which
may disrupt operation of all or any portion of the Cooperative's system, to lessen or remove risk
of hand to life or property, to aid in the restoration of electric service, and on occasions when the
Cooperative's wholesale power suppliers, or any of them, fails to deliver sufficient power and/or
energy to the Cooperative.

29. Use of Service.

(a) Service shall be supplied directly to Customer through Company's own meter,
and shall be used by Customer only for the purposes specified in and in accordance with the
provisions of the Service Agreement. Service shall be for Customer's use only, and under no
circumstances may Customer or  Customer 's agent,  or  any other  individual,  association or
corporation install meters for the purpose of remetering or reselling or otherwise disposing of
service supplied Customer to lessees, tenants or others, except in accordance with the Service
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Agreement of Company which specifically authorizes such use of the service. In no case shall
Customer, except with the consent of Company, extend or connect his installation to lines across
or under any street, alley, lane, court or avenue, or other public or private space in order to obtain
service for adjacent property through one (l) meter, even though such adjacent property may be
owned by Customer. In case of such unauthorized re-metering, sale, extension, or other
disposition of service, Company may immediately discontinue the supplying of service to
Customer until such unauthorized remetering, sale, extension, or other disposition of service,
Company may immediately discontinue the supplying of service to Customer until such
unauthorized remetering, sale, or act is discontinued and full payment is made for all service
supplied or used, billed on proper classification and rate schedules, and reimbursement in full is
made to Company for all extra expenses incurred, including expenses for clerical work, testing
and inspections.

30. Right_-of-way, Without reimbursement, Customer shall make or procure
conveyance to the Company of right-of-way satisfactory to Company across the property owned
by or controlled by Customer for Company's lines or extensions thereof necessary or incidental
to the supplying of service to Customer.

31. Access to Premises. The duly authorized agents of Company shall have access at
all reasonable hours to the premises of Customer for the purpose of inspecting wiring and
apparatus, removing or replacing Company's property, reading of meter and all other purposes
incident to the supplying of service.

32. Location of Customer's Service Entrance Conductors. Customer's service
entrance conductors shall be located at a point readily accessible to Company's Service Drop,
such point to be determined by Company.

gu.sTomER's INSTALLATIQN

33. Customer's Facilities for Receiving Service. Customer's facilities for receiving
shall be installed in accordance with Company's standard "Specifications for Electric Service
and Meter Installations" and the National Electric Code. The Company's specifications
mentioned above are on tile at Company's office and are hereby made a part of these Rules and
Regulations.

34. Nature and Use of Installations. Customer shall not employ or utilize any
equipment, appliance, or device so as to affect adversely Company's service to Customer or to
others. Customer shall control the use so that the load at the Point of Delivery will be maintained
in reasonable electrical balance between the phases.

35. Power Factor. When motors, fluorescent, neon, Leon, or other hot or cold
cathode types of gaseous tube lighting having similar power factor characteristics are installed
and used, Customer may be required to tUmish, install and maintain, at his own expense,
corrective apparatus designed to maintain at not less than approximately ninety-five percent
(95%) lagging, the power factor of each unit of such equipment or group of such equipment
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controlled as a unit by a single switch or its equivalent which controls only such unit. Leading
power factors are not permitted.

The Company shall have the right to refuse or discontinue service to any such
installation, until Customer has complied with the foregoing provisions.

The determination of power factor shall be made by the wattmeter-voltmeter method.

36. Phase of Motors

(a) Individual motor installations requiring less than ten (10) horsepower shall be
single phase. Motors up to one-half (1/2) horsepower shall be operated at 120 volts, and motors
over one-half (1/2) horsepower to under ten (10) horsepower, operated at 240 volts. Exceptions
may be served at the option of the Company.

(b) For installation of ten (10) horsepower and above motors, motors shall be
operated on three (3) phase alternating current at the voltage stated in the Service Agreement, but
single phase service, at the option of the Company may be furnished for installations of five (5)
horsepower and over motors, where Company has only single phase available at the point where
Customer desires service. Motors above ten (10) horsepower shall be operated only with the
specific approval of the Company.

37. Currep_t Limiting Devices.

(a) Auto starters or other suitable starting devices shall be provided by Customer
for all motors ten (10) horsepower and above.

(b) All motors starting on other than light load shall be provided with suitable
devices or be of a suitable type to limit the starting current.

(c) Starting current of all motors ten (10) horsepower and above shall be limited
to no more than three and one half (3.5) times the full load rated current for no more than fifteen
(15) seconds. Where Variable Frequency Drives (VFD) are used they must be equipped with
Tully functional IEEE la compliant harmonic filters that limit the maximum voltage and current
Total Harmonic Distortion to less than 10% current distortion and 5% voltage distortion.
Maximum voltage drop at the meter will be limited to no more than 10% during motor starting.

38. Changes in Installation. As Company's service drop, transformers, meters, and
other facilities used in supplying service to a Customer have a definite limited capacity, before
making any material changes to or increases in Customer's installation, Customer shall give
notice thereof to Company, and obtain Company's consent thereto. Company as promptly as
possible after receipt of such notice will either give its approval to the proposed change or
increase or will advise Customer upon what conditions service can be supplied for such change
or increase.

39. Inspecti0p_by Company..Company shall have the right, but does not assume the
duty, to inspect Customer's installation at any time, and from time to time, and to refuse to
commence or to continue service whenever it does not consider such installation to be in good

6



operating condition, but Company does not in any event assume any responsibility whatever in
connection with Customer's installation

40. Customer's Responsibilitv. Customer assumes all responsibility on Customer's
side of the Point of Delivery for service supplied or taken, as well as for the electrical
installation, appliances, and apparatus used in connection therewith, and shall save Company
harmless from and against all claims for injury or damage to persons or property occasioned by
or in any way resulting from such service or the use thereof on Customer's side of the Point of
Delivery

COMPANY'S INSTALLATION

41 Installation and Maintenance. Except as otherwise provided in these Rules and
Regulations, in Service Agreements, or Rate Schedules, Company will install and maintain its
lines and equipment on its side of the Point of Delivery, but shall not be required to install or
maintain any lines or equipment, except meters, on Customer's side of the Point of Delivery
Only Company's agents are authorized to connect Company's service drop to Customer's service
entrance conductors or to install or remove metering equipment

42. Connections to Customer's Service. The service drop will ordinarily be installed
overhead. If Customer desires to have the service drop installed in any other manner, special
arrangement will he made between Customer and Company whereby such service drop will be
installed and maintained at Customer's expense

43. Protection be Customer. Customer shall protect Company's wiring and
apparatus on Customer's premises and shall penni no one but Company's agents or persons
authorized by law to inspect or handle same. In the event of any loss or damage to such property
of Company caused by or arising out of carelessness, neglect, or misuse by Customer or other
unauthorized persons, the cost of making good such loss or repairing such damage shall he paid
by Customer

METERING

44. Installation

(a) Meters. Company will furnish and install necessary meter or meters, and
Customer shall provide and maintain location for installation thereof free of expense and
satisfactory to Company

(b) Accuracy Limits. After being tested, meters shall be adjusted to as near
zero elTor as practicable. Meters shall not remain in service with an error over two percent (2%)
of tested capacity, or if found to register at no load

(c) Before Installation..New meters shall be tested or certified as to accuracy
by the manufacturer. Reinstalled meters shall be tested before or within sixty (60) days prior to
installation
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(d) Periodic. In service meters shall be periodically or sample tested in
accordance with the most current version of the ANSI C12 Standard.

(e) Request. Upon written request, the Company shall promptly test the
accuracy of Customer's meter. If the meter has been tested within twelve (12) months preceding
the date of the request, the Company may require the Customer to make a deposit in the amount
approved by the Commission for testing in the Company's tariff. If the meter is found to have an
error of more than two percent (2%) capacity, the deposit shall be refunded, otherwise, the
deposit shall be retained as a service charge.

( D Meter Error Correcgg, If a meter tested pursuant to this section is more
than two percent (2%) in error, either fast or slow, proper correction will be made and adjusted
bills rendered.

45. Evidence_of Service Use. The registration of Company's meter shall be accepted
and received at all times and places as prima facie evidence of the amount of power and energy
taken by Customer

46. Voltage of Installation. Metering will be at secondary voltage unless otherwise
specified in service contracts

BILLING

47. Billing _Periods.. Bills ordinarily will be rendered regularly at monthly intervals
but may be rendered more frequently at Company's option. Non-receipt of bills by Customer
shall not release or diminish the obligation of Customer with respect to payment thereof.

48. Minimums. When a customer receives service for less than thirty (30) days
during the billing period, the applicable monthly minimum shall apply

49. Separate Billing for Each Point of Delivery. At each Point of Delivery, use of
service shall be metered separately for each Customer service. Whenever for any reason
Company furnished two (2) or more meter installations for a single Customer or supplies service
under a Rate Schedule which does not require a meter, each point of metering and/or point of
delivery where no ceteris required shall be considered as a separate service. A separate Service
Agreement will be required, and bills will be separately calculated for each such separate service
except where Company may, under special circumstances, waive this requirement

50. Billing Seasonal Customers. Seasonal customers shall be billed monthly as
electric power is used. A Customer may elect to pay this bill in advance and forgo paying his bill
monthly. Any deficit between the guaranteed amount and that actually received by the Company
from either monthly payments or advance payments, shall become payable at the beginning of
the twelve (12) month period. The Company shall read the meters at the beginning of each
seasonal year. Company readings indicating usage not billed shall be equally divided over the
months since the last Company reading
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51. Payment of Bills.. All bills for service become due and payable and
DELINQUENT if not paid within twenty (20) days from date of bill, and service may be
disconnected upon five (5) days written notice to Customer. When so disconnected, service will
not be restored until all bills, together with any authorized charges of disconnecting and
reconnecting the service are paid.

52. Tax Adiu§_tn1ent Clause. In the event any city, municipality or other
governmental body shall impose a gross revenue, transaction privilege, occupation or franchise
or other similar tax upon the Company for power supplied, the amount of such tax shall be billed
to and paid by the Customer receiving power tram the Company.

53. Chargeior Restoring Se1jvig9_. If service to Customer is discontinued for non-
payment of bill or other violation of the Service Agreement, then, before service is re-
established, Customer shall pay the Company the authorized reconnect fee and any past due
amounts.

54. Theft of Servi In any case of tampering with meter installation or interfering
with the proper working thereof, or any other theft of service by any person, or evidence of any
such tampering, interfering, theft or service diversion by whomsoever done, Customer shall be
liable to immediate discontinuance of service as provided in paragraph 22 of the Service
Agreement, and Company shall be entitled to collect from Customer at the appropriate rate for
all power and energy not recorded on the meter by reason of such tampering, interfering, or other
theft or service diversion, (the amount of which may be estimated by Company from the best
available data) and also for all expenses incurred by Company on account of unauthorized act or
acts.

55. Cancellation Within Perio_d o_f_ Service Agreement. Where the Customer
entirely suspends operations during the Service Agreement period with the intention permanently
to abandon them, the Service Agreement may be canceled by written notice to the Company not
less than thirty (30) days before the effective date of the proposed cancellation, and by paying to
the Company the amount of all balances due. No such cancellation shall release the Customer
from his obligation under any term minimum guarantees based on special investment made by
the Company to serve the Customer. If the discontinuance by Customer is a breach of the Service
Agreement, the right of the Company to collect the sums mentioned herein shall be in addition to
all other rights it may have on account of such breach.

56.

SELECTION AND APPLICATION OF RATE SCHEDULES

Selection of Rgtg Schedule.

(a) When a prospective Customer makes application for service, Company will,
upon request, assist in the selection of the rate schedule most appropriate to Customer for the
service requested. The selection will be based on the prospective Customer's statement as to the
class of service desired, the amount and manner of use, and any other pertinent information. This
statement will be recorded and filed with the application. Company shall not be liable tor any
errors in connection therewith and Company does not assure any particular bill result.

9
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(b) If through error a Service Agreement is entered into specifying a Rate
Schedule which is not applicable to the class of service taken, on discovery of the error, all bills
rendered during the preceding twelve (12) months shall be recalculated in accordance with the
lowest properly applicable rate schedule, and any excess paid shall be refunded by Company, or
any balance due shall be paid by Customer, as the case may be.

57. Distinction Between Residential and Commercial service..Private dwellings in
which space is occasionally used for the conduct of business by a person residing therein will be
served under the standard residential rate. Where a portion of a dwelling is regularly employed
for the conduct of business, the electricity used in that portion will be separately metered and
billed on the appropriate commercial rate. If separate circuits are not provided by Customer, the
entire premises will be classified as non-residential and billed accordingly. Service rendered
through one (1) meter to apartment houses and to recognized rooming and/or boarding houses
will be considered commercial service.

58. Change _to_Qptional_R8te Schedule: A Customer being billed under one of two
or more optional Rate Schedules applicable to his class of service may elect to be billed on any
other applicable Rate Schedule by notifying Company in writing and Company will bill
Customer under such elected schedule from and after the date of the next meter reading.
However, a Customer having made such a change of Rate Schedule may not make another such
change within the next twelve (12) months unless during such period there have been issued
changed or additional Rate Schedules applicable to Customer's class of service.

59. Lighting on Power Schedules.. Lighting service will not be supplied under any
power Rate Schedules unless it is so specified in such power Rate Schedule, and when so
supplied Customer will provide and maintain all auxiliary apparatus (transformers, regulators,
etc.) that may be necessary. Service supplied to motor generators, any portion of the output of
which is used for lighting purposes, shall be considered lighting service.

60. ;l`emp0rag'y_gn_d Sta1_@>y Service_.

(a) Temporary and standby service shall not be rendered except under a special
agreement between Company and Customer unless the temporary service is provided during
construction where a permanent service will be established.

(b) In no event will Company supply power and energy for the purpose of starting
or furnishing excitation or other auxiliary service necessary to the operation of any of
Customer's generating plant or for parallel operation of Customer's generating equipment with
Company's system except under a special agreement between Company and Customer.

DEPOSITS

61. Wh§:8__Rg_quired,Consistent with Commission Rule R14-2-203, the Company, at
the time application for electric service is made or at any time thereafter, may require a cash
deposit or guarantee satisfactory to the Company to secure the payment of bills as they become
due. Such deposit or guarantee may be held in its entirety by the Company until final settlement
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of Customer's account, and any balance remaining will be held subject to settlement, provided,
however, that residential deposits and accrued interest will be refunded or other guarantee
terminated after twelve (12) months of service if the Customer has not been delinquent more
than twice in the payment of utility bills. The amount of such deposit shall not exceed the
estimated cost of service for ninety (90) days, and may be paid in three (3) equal monthly
installments.

62. Third Party Guarantees. Third party guarantees in lieu of a deposit shall be
permitted upon demonstration of a guarantor's satisfactory credit standing.

63. Interest. All cash deposits made by Customer to secure payment of bills will
draw interest at the rate of six percent (6%) per annum or any other rate that may be set by the
Commission. Interest due at date of discontinuance of service will be credited on final bills of
Customer or included with the amount refunded.

64. Refu_n5is_, Subject to the provisions of Paragraph 61, deposits shall be refunded
upon Customer's request after a satisfactory payment history of twelve (12) months. Interest will
be earned in accordance with Paragraph 63. The original deposit and interest will be applied as
credits toward the Customer's power bill. Non-residential customers not requesting a refund
within three (3) years will automatically receive their deposit plus interest earned as credits
provided they have maintained a satisfactory credit history. The Company presently refunds all
deposits on a three (3) year rotation cycle for all deposits on the books of the Company.
(Deposits paid in 1998 will be refunded in 2002, etc.)

AP_PLICATION QF AND CHANGES AND .ADp;T1Qn§ To SERVICE
REGULATIONS AND RATE SCHEDULES -- CONFLICTS

65. Application of Rules and Regulation and Rate Schedules. All Service
Agreements at present in effect or that may be entered into in the future are made expressly
subject to these Rules and Regulation, any modifications hereof that may be lawfully made and
subject to all applicable existing Rate Schedules and additions thereto. When practicable, thirty
(30) days notice, either by mail or by publication in local newspapers, will be given to any
CuStomers affected by any such change, addition or substitution.

66. Conflicts. In case of conflict between any provision of these Rules and
Regulations, Customer's Service Agreement, or a Rate Schedule, the provision of the Service
Agreement takes precedence, followed by the provision of the Rate Schedules.

H



EXHIBIT

GARKANE ENERGY COOPERATIVE, INC.

BOARD POLICY no. 206

ELECTRIC SERVICE REGULATION NO. 69

STATE OF ARIZONA

LINE EXTENSION POLICY

A. General or_ovisions an_Q_Deliniti0n3:

Line Extension: includes all facilities and equipment (including transformers and
metering) constructed beyond the Cooperative's then existing facilities reasonably
required to supply electrical service to an applicant's point of delivery. A Line Extension
may also include related necessary improvements, upgrades and other changes to the
Cooperative's existing facilities.

Permanent Service: when the use of service, both as to amount and permanency, can be
assured.

Indeterminate Service: where the amount and permanency of use cannot reasonably be
assured. Includes but is not limited to, service to mines, quarries, oil wells, industrial,
manufacturing and large commercial enterprises of speculative character, recreational
vehicles, second homes, property being developed for sale, enterprises where the applicant
will not be the user of service, and a location where there is little or no immediate demand
for service by any other applicant. If after 5 years an indeterminate service operates
consistently and if the customer requests the account to be considered pennanent, the
Cooperative CEO may analyze the account and determine the possibility of changing the
service to pennanent status. If a reclassification is approved, a partial cash retiund may be
considered.

Temporary Service: where service is expected to be needed for a short duration .
Includes but not limited to service to circuses, bazaars, fairs, concessions, and construction
work.

Extension Cost: The Extension Cost is the total cost of the Line Extension using the
Cooperative's standard accounting methods and includes the cost of all materials,
supplies, equipment, labor, transportation, engineering, right-of-ways, administrative costs
and Contribution reiiinds paid for prior line extensions utilized by the new service.

Engineering Costs: includes the cost of designing, engineering, right-of-way acquisition,
preparation of estimates, construction supervision, and construction inspection of a line
extension. The Cooperative may require the applicant to advance these estimated costs
prior to performing any engineering work or estimates for a line extension. If the
applicant requests changes which require additional estimates or changes in engineering,
the Cooperative may require the applicant to advance these estimated cost prior to
performing the additional work.

Routes,  Easements,  and Rights-of-Ways: The Cooperat ive wi l l  select  the route of  a l ine
extension in cooperat ion wi th the appl icant .  The appl icant  must  pay al l  costs incurred in
obtaining the necessary right-of-ways, easements, l icenses, and permits including, but not

f

7.

4.

5.

3.

2.

1.

6.

1-1-1mol al l



ah,

limited to, legal costs, filing fees, title search fees, environmental compliance costs,
surveying costs, land preparations costs and land restoration costs.

Non-Standard Construction: This Policy shall apply to Line Extensions utilizing the
Cooperative's standard construction methods and practices. Any requirements for non-
standard construction methods and/or practices will require a separate specific contract.

Extension Contract: The Cooperative may require the Applicant to execute an Extension
Contract and pay additional costs associated with the Line Extension, which are in excess
of the Rate Schedule charges.

10. Contribution-in-Aid-of-Construction (Contribution): Extension Costs paid to the
Cooperative by the Applicant.

11. Ownership of Facilities: The Cooperative will own, operate, and maintain all Line
Extensions made under this Policy.

12. Estimates: Applicants are to rely only 011 fontal written cost estimates provided by the
Cooperative.

13. Relocation of Lines: Parties requesting the relocation of lines and/or facilities shall
normally be responsible for the cost and may be required to advance the estimated cost of
the relocation.

14. Underground Line Extension: The Applicant will be required to provide, at no cost to
the Cooperative, all required excavation, bedding materials, backfill of trenches, and
cleanup/restoration of disturbed ground.

15. Shared Cost of Line Extensions: An applicant that pays a Contribution may receive
refunds if additional services are connected to the line extension during the first five years
following construction. The refund will be based upon the pro-rata share of the line
extension, which the new service will utilize. The Cooperative will refund or credit refund
payments to the initial applicant.

In order for a customer to qualify for a refund, the following requirements must be met:

1) The minimum cost of the line extension, excluding service cost, must be greater
than or equal to $5,000.

2) The amount eligible for a refund shall be based on the actual cost of a per span
basis.

3)

4)

Refunds must equate to $300.00 or more.

If the customer's account is in arrears at any location or on any account where
they are responsible for electric service at the time a refund is due, said refund will
be applied first to the electric account/accounts and the remainder will be
refunded.

Board Policy-206 Line Extension F'mal0729 l5.DOCX 2
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B. Extensions for Permanent Service:

The applicant must pay a Contribution, prior to the start of work on the line extension,
equal to 100% of the estimated Extension Cost of the line.

c. Extensions for Indeterminate Service:

The applicant will be required to pay a Contribution, prior to the start of construction,
equal to 100% of the estimated Extension Cost of the line.

In the event an indeterminate service is reclassified to permanent service, the provision for
permanent service shall apply after the date of the reclassification .

Property being developed for sale for future real estate lots will require a Contribution to
be made by the sub-divider and/or land owner to cover the total cost of all facilities
necessary to provide power to the proposed lots including primary and secondary lines and
transformers. Transformers will not be installed until necessary for service to specific
sites. In the event that the sub-divider and/or landowner fails to pay for the installation of
the required facilities, each applicant will be treated individually under the Policy.

In new subdivisions impact fees shall be assessed to the subdivision developer. The
subdivision developer shall pay the required impact fees for a minimum 100 amp service
per lot. Once the lot has been sold and the lot owner requests service to the lot, the lot
owner will be required to pay any additional impact fee based on his/her service
requirements over the minimum 100 amp service paid by the subdivision developer.

D. Extensions for Temporarv Seryjce:

The applicant must pay in advance of construction an amount equivalent to Cooperative's
estimate of the total cost of construction and removal of the extension less estimated
salvage value.

Service provided to a temporary extension shall be billed in accordance with the
applicable rate schedules.

Cooperative may refuse to connect additional applicants to temporary extensions.

Service over a temporary extension is limited to twelve (12) months. If the applicant
desires service thereafter, future service will be considered under the terms of either the
"Permanent" or "Indeterminate" plan.

E. Large Industrial Loads: Large industrial loads involving special construction or circumstances
will be individually analyzed and may be served under a special contract.

Approved:

I
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EXHIBIT
1

P M
GARKANE ENERGY COOPERATIVE, INC.

PLAN OF ADMINISTRATION FOR ITS
WHOLESALE POWER COST ADJUSTOR

This Plan of Administration ("POA") relates to the administration of Garkane Energy
Cooperative, Inc. ("GEC") Wholesale Power Cost Adjustor ("WPCA") and is filed for Arizona
Corporation Commission ("Commission") approval pursuant to Decision No. , dated

, 2016. The purpose of the PCA is to describe how GEC currently administers its
WPCA and to provide GEC flexibility to adapt to changing conditions that may impact its
administration of its WPCA.

Overview:

GEC is an electric distribution cooperative that is member owned and managed as a not-for

profit entity. Its member-customers elect, from its membership, a nine member board of

directors to set policy and oversee the management of the cooperative. Margins earned by GEC

flow to patronage capital accounts of its members that are retired over a number of years, as

permitted by GEC's financial condition. Currently, GEC secures almost all of its power through

long tern contracts with Deseret Power Electric Cooperative, a generation cooperative, of which

GEC is a member-owner.

Purchased power costs are a significant component of GEC's cost of providing electric service to

its members. The purpose of the WPCA is to allow an electric utility to recover or refund

fluctuating power supply costs between rate cases.

The Commission has recognized that the distinctions between electric distribution cooperatives

and investor owned utilities ("IOUs") warrant different and less onerous regulation of a

cooperative's purchase power and fuel cost adjustor. See, Ag., Decision No. 50266, dated

September 18, 1979. GEC has for decades been allowed to make adjustments to its WPCA rate

as needed without securing Commission approval.

The WPCA Bank balance is tracked and adjustments made to the WPCA rate as necessary to

move the WPCA Bank balance toward zero over a reasonable period of time. GEC and its

members desire a predictable power cost from month to month, while avoiding an unreasonable

over or under collected balance in the WPCA "Bank". Because of extreme temperatures in the

winter and the variable seasonal cost of power, the WPCA Bank balance can move rather

significantly from month to month, but over the course of a rolling twelve (12) month period,

barring any major change, such as change in costs from GEC's power suppliers, the WPCA

Bank balance tends to settle out without changing the WPCA rate. This POA continues the

Commission's longstanding practice of allowing GEC to make adjustments to its WPCA rate, up
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or down, as it deems appropriate to address under or over collections of the WPCA bank balance,

subject, of course, to more specific Commission orders.

Eligible Expenses:

Commencing , 2016 expenses booked in the following Rural Utilities Service

Accounts in accordance with RUS procedures and protocols shall be eligible for inclusion in

GEC's WPCA:

Account 555 (purchased power fuel costs, both demand and energy)

Nothing herein shall preclude GEC from requesting the Commission authorize recovery of
additional or different costs through the WPCA, but no such costs shall be included within the
WPCA by GEC without specific Commission authorization.

The Base Cost of Fuel:

The Base Cost of Fuel (Authorized Base Cost) shall be established by order of the Commission.

The current Authorized Base Cost is $0.0 of Fuel as established in Decision No.

and is effective for all electricity sold on and after , 2016 until adjusted by
order of the Commission.

WPCA Rate:
The WPCA Rate shall be adjusted to zero effective for all electricity sold on and after

, 2016 until adjusted in accordance with this POA or order of the Commisison.

WPCA Bank Balance:
As of
collected).

9 2016 the WPCA Bank Balance is $ ([under/over]

Monthly Reporting:
A monthly report together with confidential invoices for all eligible expenditures and

confidential supporting schedules shall be submitted to the Utilities Division. The report shall be

submitted on the forms attached hereto, or as amended from time to time by GEC with the

written consent of the Director of Utilities, which amended forms shall be docketed in GEC's

most recent rate case docket that has resulted in a final rate decision from the Commission. The

monthly report shall be filed no later than the 30111 day of the second month following the month

being reported (approximately 60 days).

Annual Report and Adjustment:

Each year following GEC's Board acceptance of its annual certified outside audit performed in

accordance with RUS requirements, including specific review of the purchased power costs

reported through the WPCA during the audit period, GEC shall tile revised year end and monthly
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reports to reflect all adjustments identified by the audit. The revised reports shall be clearly

marked as "Revised" on the reporting forms and all adjustments shall be explained in a cover

letter and footnotes to the schedules. Such adjusted reports shall be filed no later than six months

after the end of the applicable audit period (June 30 for a calendar year audit).

Monitoring and Adjustment of WPCA Rate:

To avoid large monthly swings in the cost of electricity sold to members, GEC management shall

monitor and adjust the WPCA Rate using the following general guidance:

(i)
(ii)

(iii)

(iv)

Changes to the WPCA Rate should be minimized,

The WPCA Bank balance should not become under or over collected in excess of

$600,000;

In the event the WPCA Bank balance does equal or exceed $600,000 GEC shall make

an adjustment in its WPCA Rate in an effort to move the balance close to zero during

the next twelve months,

The level of adjustment shall be based upon a twelve month forward looking period

commencing with the last period for which a monthly report was filed with the

Commission, and

The prior twelve months prices and sales shall be used for the projection, adjusted for

likely changes in both, provided no monthly adjustment shall be greater than

percentage change for the same month a year earlier, unless based upon known and

definite data (such as an approved rate change for a power supplier or a new customer

load).

GEC management shall regularly review the status of the WPCA Bank balance with the GEC

Board of Directors. All adjustments to the WPCA Rate shall be approved by the GEC Board of

Directors.

(v)
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DOCKET NO: E-01891 A-00-0000 'DECISION NO; 50266

BANK BALANCE REPdRT

i

3/29/2016 13232GARKANE ENERGY COOPERATIVE, :no

PO BOX 465
LOA, UTAH 84747

2 copies mailed to
ACC

FOR THE MONTH OF

I .;.

I
t

1 ENDING BANK BALANCE FROM PREVIOUS MONTH

1I
I

I

G2 JURISDICTIONAL SALES (Applicable to Fuel ADJ)
This number SHOULD be the same as the number listed on FA~3.

I
#DIV/0!3  I

(line 2 FA-1 X line 11, cost per kph sold FA-2)

Ii L.
uniT co§ T 6F PURCHASED l o w E R

(Line 3 / Line 21 Carry Out Six decimal places. I

__1

I
1979

AuTl46i=é&ED BASE COST oF PURCHASED POWER
DECISION NO. 50266 i DATED

I
I

(Line 4 - Line 7)
i

Mar-16

Line DESCRIPTION

4

5

g

i

1 i
I

7 TOTAL RATE COLLECTED FROM CUSTOMERS
'lune 5 + Line 6 ) l

I

l

II1
8 INCREMENTAL DIFFERENCE BETWEEN

AUTHORIZED AND ACTUAL RECOVERY

l
1

#DIV/0!NET CHANGE TO BANK BALANCE
(Line2x Line 8) l

l

$0.0010 ADJUSTMENT TO BANK BALANCE

11

12

$0.00
II I

!
ENDING BANK BALANCE #DIV/0!

{

3
I

I

I

PURCHASED POWER AND FUEL ADJUSTOR

Ii

i

PREAPPROVED DSM COSTS

I

I

E
i

I

I
. -

9I
l

IT
\
r

(Line 1 + Line 9 + Line 10 + Line 11)-| 8
i.- I
T
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COMPANY NAME 9

1 -GARKANE ENERGY COOPERATIVE, INC
PO BOX 465

4

LOA, UTAH 84747 MONTH OF Ma r-16

i2 ICONTACT PERSON MARCUS LEWIS

3 CQNTACT TELEPHQNE NUMBER I 1-435-836-2795
1.

t

I I
5 TOTAL GENERATION COSTS $

SED POWER

6 'BASE METER CHARGE

I I

i

7 HJEMAND CHARGE I
I

l

8 .ENERGY CHARGE

TOTAL PURCHASED POWER COSTS B $0.00
Vf

I
I

I

9 TOTAL COST OF GENERATION & PURCHASED POWER

i
I( I

10 KWH i
I

GENERATED
PURCHASED
TOTAL KWH GENERATED / PURCHASED

11 COST PER KWH GENERATED /PURCAHSED
(Line 9 / Line 10) V

#DIV/0!

15

#n!wo!
I

MONTH YVD

OWN USE Jr
I

r 1
!

I

I
F A - 2

GENERAL INFORMATION

I

GENERATION 8g'

4 QHYDRO GENERATION COST
E
L.-. -_
3

I

I

A,
i

1

r

i_

PURCHA

; 9 L
BLess: Kan ab City Acquisition Charge
Less: Colorado City/Hildale Acquisition Charge

E

E
I
I

I

2

z

L
I
>

I
I

0

i I
COST PER KWH SOLD E (Monthly System kph sold)

4

!
I I

I

UNACCOUNTED KWH
LINE LOSS

I
t r
I monthly average
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GENERAL INFORMATION

COMPANY NAME
|
I

1 GARKANE ENERGY COOPERATVIE, INC
PO BOX 465

LOA, UTAH 84747
1

1
1i 0

1
IINDUSTRIAL I

IRRIGATION
MUNICIPAL

,WHOLESALE
l

I
OTHER SALES - STREET LIGHTS_

TOTAL SALES (KwH)

I
l SALES (REVENUE $ )3
RESHJENTML 33

i
1

!
I

0

,COMMERICAL - SMALL 4
Il

I
i

COMMERMAL - LARGE
INDUSTRIAL
IRRIGATION
MUNICIPAL 1 I
WHOLESALE

I

OTHER SALES - STREET LIGHTS

of

al

TOTAL SALES (REVENUE $ )
1
I

I

4 NUMBER OF CUSTOMERS
RESIDENTIAL

iICOMMERICAL - LARGE 0
IINDUSTRIAL 0E

$

6OMMER1CAL - SMALL I

I

0I
0I

IRRIGATION

WHOLESALE I i 0 \
l

OTHER SALES .. STREET LIGHTS I

g 0 l
l

0\
lTOTAL CUSTOMERS
I

I

5 AVERAGE CUSTOMERS (Current Month & Prior Month) 1

RESIDENTIAL I
)

0
0 lCOMMERICAL _ SMALL

COMMERICAL -- LARGE I
l 0F

INDUSTRIAL a l 0\
l 4

l

i
4l
v

0
0
0
0

W
l

1
1
i
u

l

\
4

\
l

l

l

i 0
l

l

l
I

FA-3

n

MONTH OF Mar-16
I
!

FSALES (KWH)I

- l _.m
I

I

I

RESIDENTIAL
COMMERICAL - SMALL
COMMERICAL - LARGE

I

E 1
i

I :
r

_0

O
0

0
O 3

I
II

0
0

MUNICIPAL I

IRRIGATION
MUNICIPAL
W l 9T>LESALE ;
OTHER-SALES - 8'IREET LIGHTS

"i
I-
iI

TOTAL CUSTOMERS
, __

T

I

2

I
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Volunta for: Customer Charge kph C_hargq
($/Customer/Day)

Rate RES01 $Q.72281 80.97189
(Excludes
Colorado City)

Rate ACC 01 $5.72281 $Q.09980
(Colorado City)

EXHIBIT

milw a s

GARKANE ENERGY COQPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. RES02

STATE OF ARIZONA

VOLUNTARY RESIDENTIAL PREPAID SERVICE
(Page 1)

AVAILABILITY: Available, on a voluntary basis, to customers at any point on the Cooperative's
interconnected system within those portions of its Arizona service territory with the capability of
providing residential prepaid service to customers otherwise served under the Cooperative's Rate
Schedules RES01 or ACCOl (Colorado City) for all Single Family Dwellings subject to the Cooperative's
established rules and regulations. The capacity of individual motors served under this Schedule shall not
exceed 10 H.P. This rate not for resale.

Participation allowed under this tariff shall be determined by the Cooperative. Customers
specified under Arizona Administrative Code RI4-2-21 1.A.5 or with loans or special billings shall not be
eligible for Schedule RES02. These ineligible Customers include, but are not limited to, those where
termination of Service would be especially dangerous to the health of the customer, as detennined by a
licensed medical physician, those customers where life supporting equipment used in the home is
dependent on utility service, and those customers where weather would be especially dangerous to health .

APPLICATION: This Schedule is for alternating current electric service supplied at
approximately 120/240 volts single phase at a maximum of 200 amps through one kilowatt-hour meter at
a single point of delivery for all service required on the premises for residential purposes. Applicable, by
the request of the customer only, when all service is supplied at one Point of Delivery through a single
Service Line and energy is metered through one Meter suitable for prepaid service.

CUSTOMER CHARGE AND RATE:

BILLING ADJUSTMENTS: This rate schedule is subject to all billing adjustments approved by
the Arizona Corporation Commission ("ACC") applicable to Schedules RESOI and ACC01, such as:

1. Wholesale Power and Fuel Cost Adjustment as referenced on Schedule RESOI & ACCO l

2. Tax Adjustments as referenced on Schedule RESOI and ACCO 1

In the event a valid meter reading cannot be acquired, the bill may be estimated using the

methodology found in the Cooperative's Estimation Methodologies Tariff, Schedule AZEM.

-lllllll
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GARKANE ENERGY COOPERATWE, INC.

ELECTRIC SERVICE
SCHEDULE no. RES02

STATE OF ARIZONA

VOLUNTARY RESIDENTIAL PREPAID SERVICE
(Page 2)

SERVICE CONDITIONS: Service under this Schedule will be in accordance with the terns of
the Cooperative's Application for Service and Membership and the separate Prepaid Electric Service
Application. Additionally, the rules and regulations of the ACC and the Electric Service Regulations of
the Cooperative on file with and approved by the ACC, including future applicable amendments, will be
considered as forming a part of and incorporated in said Agreement, except that the applicable provisions
of the ACC's rules governing Establishment of Service (A.A.C. R14-203), Billing and Collection (A.A.C.
R14-2-210), and Tennination of Service (A.A.C. R14-2-211) and the following Electric Service
Regulations of the Cooperative (based on A.A.C. R14-2-20] to 213) shall NOT apply to this schedule:

1. Regulation 22 Company's Right to Cancel Service Agreement or to Terminate or
Suspend Service

2. Regulation 47 - Bil l ing Periods

3. Regulation 48 - Minimums

4. Regulation 50 -- Billing Seasonal Customers

5. Regulation 51 - Payment of Bills

6. Regulation 53 - Charge for Restoring Service

7. Regulation 58 -- Change to Optional Rate Schedule

8. Regulation 61 -. Deposits, When Required

9. Regulation 62 -- Deposits, Third Party Guarantees

10. Regulation 63 - Deposits, Interest

l l . Regulation 64 - Deposits, Refunds

EXPERIMENTAL SERVICE CQNDITIQNS APPLIQABLE TQ PREPAID METERING
SERVI_CE ONLY_

A. AVAILABILITY: The Prepaid Electric Service is available only to new or existing residential
customers with the following exceptions:

(1) Residential critical load customers (which includes customers identified under A.A.C. Rl4-2-
21 l.A.5 and those customers under appropriate circumstances but beyond the scope of A.A.C.
R14-2ll.A.5).

(2) Invoice groups which include loans or special billings.

(3) Customer must have a valid e-mail account and phone capable of receiving the messages and low
balance alerts.

ENROLLMENT:
Application.

Customer must make a request and complete a Prepaid Electric Service

2

B.

l I I'll 11\1\11\11 l l -



GARKANE ENERGY COOPERATIVE. TNC

ELECTRIC SERVICE
SCHEDULE NO. RES02

STATE OF ARIZONA

VOLUNTARY RESIDENTIAL PREPAID SERVICE
(Page 3)

(1) In addition to meeting the conditions in Section A, above, the prepaid applicant is encouraged to
provide the following

a. Secondary e-mail address

b. Cell phone number with text capability and/or second phone number

Other approved method of communications other than US Postal Mail

(2) The Cooperative will allow enrollment into prepaid service if the customer meets the eligibility
requirements

The Customer must pay all applicable fees prior to commencement of service, including a
New Service charge, if not an existing customer, any applicable impact fee and any
outstanding charges for electric service at the service location if the customer of record or
residing at the service location when the service was provided, subject to Section E.3. below

Once a $50.00 credit balance has been established the account will be activated

BILLING, PAYMENTS, AND INFORMATION: Paper statements will not be provided under the
prepaid program. Billing information, as well as payment and account information can be obtained
without char<1e_ at

(1) Garkane business offices during nonna business offices

(2) Online https://garkaneenergysmarthub.coop 24 hours a day

(3) Kiosk-various locations-24 hours a day

D. ESTIMATING PREPAID ELECTRIC BALANCES AND CUSTOMER NOTICES

(1) As energy is consumed, the credit balance is reduced until either the balance is exhausted or
additional payments are added to the balance. Balances can be checked online at
www.garkaneenegy.com at any time

(2) Garkane's web interface can provide an estimate of how long the prepaid credit will last
according to current usage

(3) Customers can be notified of their estimated balance by e-mail, and/or other electronic means if
customer provides the necessary contact information

The notice will be generated daily when the Customers credit balance is less than their
current daily average usage times 4. The daily average usage will be calculated using up to
the previous 30 days of consumption history

c.

b.

a.

b.

a.

c.

These estimates are based on the historic information available but can be affected by
changes in the customer's usage or needs. The customer is responsible for ensuring that a
credit balance is maintained on the account



GARKANE ENERGY COOPERATIVE. INC

ELECTRIC SERVICE
SCHEDULE no. RES02

STATE OF ARIZONA

VOLUNTARY RESIDENTIAL PREPAID SERVICE
(Page 4)

E. Transfers and optional Debt Recovery for Outstanding Balances

(1) Accounts that are on existing post-paid electric service may be converted to prepaid electric
service

(2) When existing customers convert from post-paid residential service to prepaid service, the
existing deposit, if any, is applied toward any outstanding balance of the post-paid account with
the remaining credit applied to prepaid service

(3) All post-paid fees and unbilled energy charges must be paid in full except for the provisions
below

Prepaid accounts are not eligible for payment arrangements. However, there is a debt
recovery feature available within limits to recover amounts due from the prior post-paid
account, when applying for prepaid service. A percentage (20% to 50%) of each prepaid
electric service payment can be applied to an outstanding debt up to $400

Outstanding amounts over $400.00 must be paid down to the $400.00 level prior to being
eligible for prepaid electric service program

The Customer agrees to make prepaid payments of sufficient amounts to pay down the
outstanding amounts in no more than 4 months

If the Customer fails to pay the outstanding balance within the 4 months allowed, Garkane
has the right to disconnect the prepaid service until the outstanding balance has been paid in

(4) The customer may elect to convert from prepaid electrical service back to post paid service. At
which time, the Cooperative may require full payment of the deposit to continue service
Customers who cancel their prepaid accounts may not re-apply for a new prepaid account at the
same location for 6 month period

F. TERNIINATING AND RESTORING PREPAID ELECTRIC SERVICE:
equipped to allow remote disconnection / reconnection of service

Prepaid meters are

(1) Service tenninated at the request of the customer will receive a refund of any remaining credit on
the account after all final bill amounts have been calculated

(2) Electric service is subject to immediate disconnection any time, seven days a week, if an
account does not have a credit (prepaid) balance, except where the temperature will not
exceed 32 degrees Fahrenheit for the next day's forecast, or other weather conditions as
determined by the Arizona Corporation Commission. Disconnection will occur on the first day
not precluded by the weather forecast or when the minimum temperature is exceeded

(3) Following a disconnect because the account does not have a credit balance, the customer must
pay any unpaid balance from the result of energy consumption from the time the account has

d.

b.

c.

a.
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GARKANE ENERGY COQPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE no. RES02

STATE OF ARIZONA

VOLUNTARY RESIDENTIAL PREPAID SERVICE
(Page 5)

reached a zero ($0.00) balance and when the Cooperative issued the disconnection command,
plus purchase a minimum of $20.00 prepaid electric service, before service is reconnected. If the
meter has a manual reset button, the customer must push the reset button after establishing a
positive prepaid balance in order to re-establish actual service.

(4) If an account is disconnected because the account does not have a credit balance and does not
become current after 10 days, the account will be considered closed and the Cooperative will mail
a final bill to the last known address on file for all unpaid charges.

Effective:
Per Decision No.

5
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Prepaid accounts will be administered in accordance with GEC's Residential Prepaid Service TarifT, as
amended from time to time. The Commission has waived GEC's compliance with the applicable provisions of
its rules governing Establishment of Service (A.A.C. R14-2-203), Billing and Collection (A.A.C. R14-2-210, and
Termination of Service (A.A.C. R14-2-211).

Garkane Energy Cooperative, Inc. (GEC)
Prepaid Service Agreement

Initial

Member recognizes the need to be able to receive, recognize and respond to low balance warnings
and to be able to reach and push the reconnect button located at their meter in the event service is
disconnected for any reason. Upon becoming unable to meet the foregoing conditions, Member shall
notify GEC within 10 days and transfer to standard (postpaid) service, including payment of any
deposit and fees required under GEC's Rules and Regulations.

Member authorizes GEC to charge their prepaid account for electric services rendered in accordance
with the Rules and Regulations and Tariffs of the Cooperative.

Member has the ability to access their consumption history as described above and it is their
responsibility to utilize the balance information and their consumption in order to maintain a prepaid
balance in their account at all times to avoid disconnection of service.

Member is responsible for maintaining accurate contact information including telephone number,
email address and mailing address at all times.

Member Holds Harmless GEC, its directors, officers, employee and agents for damages resulting from
disconnecting service in accordance with approved tariffs and rules and regulations of the
Cooperative.

I have carefully read and I understand the terms within the Garkane Prepaid Service Agreement and
understand the difference between prepaid service and standard residential (postpaid) service. I am
requesting that GEC establish prepaid electric service for my account.

Date

Account Number

Member Signature

Member Signature

Contact Mailing Address _ _

Must provide at least two, but no more than four, and identify order preference (1 - 4)

(Indicate Name of anyperson whose number is being provided as a backup)

Contact Email Address(es)

Contact Telephone Number(s)

Text Message Number(s)

Date

Effective
7 2016



Garkane Energy Cooperative, Inc. (GEC)
Prepaid Service Agreement

The Prepaid Service Plan (the "Plan") is an optional program approved by the Arizona Corporation Commission
for GEC's qualifying standard offer, single phase residential customers who desire to alleviate the financial
impact of posting a deposit or otherwise securing their service account. It is not available to time-of-use, net
metering or critical (medical necessity) customers or for those participating in the Budget Payment Plan. The
Plan is not suitable for members that are unable or unwilling to receive, recognize and respond to low balance
warnings or to reach and push the reconnect button located at the meter in the case service is disconnected.
The Plan is designed to give the member more control over their electric usage and more opportunities to
reduce their electricity costs. Some of the plan's features that are designed to help members include:

No requirement for a security deposit
Smaller, more frequent payments can be made on the account
Avoid late fees
Monitor usage online or by contacting GEC business offices.

Payments can be made on the Plan utilizing any of GEC's payment systems, including online payments,
payments at our Customer Service office during normal GEC business hours and 24 hour Kiosks at various
locations. The Plan offers the members access to their current and historical consumption to assist them in
managing their prepaid service. Once a member has registered online, thishistory can be accessed and their
contact information updated with a secured member login at GEC's member website. Alternatively, the
Customer can contact the Cooperative's business off ices during normal business hours. Daily usage
information is available through GEC's website and business offices. The information is updated once prior to
the start of each business day.

GEC's Prepaid Service Plan is available to qualifying residential customers only in those areas where GEC has
installed appropriate metering technology to read, connect and disconnect your service remotely so no
serviceman is needed to be dispatched. However, if the meter has a manual reset button, the customer must
push the reset button after establishing positive prepaid balance in order to re-establish actual service.

Initial

Electric service is subject to immediate disconnection any time, seven days a week, if an account does
not have a credit (prepaid) balance, except where the temperature wil l  not exceed 32 degrees
Fahrenheit for the next day's forecast, or other weather conditions as determined by the Arizona
Corporation Commission. .

Members that provide an email contact will receive a daily email that shows their usage in kph and
remaining prepaid balance in kph as well as monetary amount remaining after the Member's balance
is less than their current daily average usage times four (4). Members can also access their balance
on the GEC website by calling GEC business offices, during normal business hours or at a 24 hour
kiosk at various locations. The balance information is updated before the start of each business day.

The member will receive recorded voice and electronic message warning notices of low prepaid
balances on their account after the Member's balance is less than their Current daily average usage
times four (4). Warnings will be provided by email, phone or text message to the phone numbers and
email addresses designated by the member. These messages will be sent daily until the prepaid
balance is exhausted. Other methods of notification may be used with the consent of GEC and the
customer.

When the prepaid balance reaches zero, the recorded voice and electronic message warning notices
will indicate that disconnection has occurred. It is the member's responsibility to make adequate
payment to avoid disconnection, and to bring their account back to a prepaid balance of at least $20
after disconnection in order to have service restored. Upon the member re~establishing the minimum
prepaid balance, service will usually be restored immediately, subject to the member pushing the
reset button at the meter and operational constraints, such as outages and equipment failures.

The account will be closed after disconnection if the minimum prepaid account balance has not been

re-established within ten (10) days after disconnection. If the account is closed GEC's New Service

Charge of $50 will also need to be paid to re-establish prepaid service.

Effective 9 2016
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GARKANE ENERGY COOPERATIVE, INC.

Curtailment Plan State of Arizona

Introduction

Garkane Energy Cooperative,  Inc.  (Garkane) is  a  Rural Electr ic Cooperative with
headquarters in Loa, Utah. The cooperative serves customers throughout South Central Utah and
approximately 1,440 meters in North Central Arizona. The number of customers in Arizona, by
class, is as follows:

Residential
Residential Colorado City
General Service No. l
General Service No. 2
Irrigation
Street and Security Lighting

552

580

246

42

15

5

Total 1440

Garkane's wholesale power supply is provided through an all requirements contract with
Deseret Generation and Transmission Cooperative (DGT). Power is delivered to the Garkane
System at three (3) separate and distinct delivery points.

The Northern System receives power from the Rocky Mountain Power System at the
Garkane Sigurd Substation. No known specific load curtailment plan exists for this delivery.

The Southern System receives power from the WAPA Glen Canyon Substation. No
known specific load curtailment plan exists for this delivery.

The Western System receives power at the Twin Cities Delivery point located west of
Colorado City, Arizona which is supplied from the Rocky Mountain Power Southwest Utah
Transmission System. Due to capacity limitations in the area, the Twin Cities Delivery point is
subject to the Southwest Utah Load Curtailment Plan. This plan requires Garkane to shed a
proportionate amount of load during contingencies that force the limitation of total load in the
Southwest Utah area. Garkane has never been called upon to shed load since the delivery was
established in 2009.

Conditions have never existed where the power supply from DGT was insufficient to carry
the load during peak periods and Garkane does not anticipate shortages in generation capacity
from DGT. In the event of a System Wide requirement from DGT to shed Timi load Garkane,
depending upon the required amount of load to be shed and the anticipated duration of the
shedding requirement, would perfonn the following:



1. Garkane may be able to use internal generation to displace the load shedding requirement
from DGT.

2. Appeal to all customers to reduce load on a voluntary basis.

3. Call upon individual customers with backup generation to reduce their load.

4. Shed firm load on a feeder by feeder basis on a 30 minute rotating basis.

In the event of a load shedding request at a specific delivery point Garkane may:

1. Be able to use internal diesel generation to displace the load shedding requirement if
sufficient internal generation is available.

2. Transfer load between the South and West Deliveries.

Appeal to all customers to reduce load on a voluntary basis.

Call upon individual customers with backup generation to reduce their load.

5. Shed firm load on a feeder by feeder basis on a 30 minute rotating basis.

3.

4.

Curtailment Responsibilities

General Manager:

When an emergency exists, the General Manager will authorize all involuntary or
voluntary curtailment plans and is responsible for notifying appropriate Garkane
personnel and for contacting the Arizona Corporation Commission and the
Arizona State and County Civil Defense and Emergency Centers/Teams prior to
and during any curtailment.

The General Manager has the responsibility of monitoring the curtailment process
and ensuring the methodologies outlined in the curtailment plan are followed.

Engineering Manager:

• Is responsible for ensuring adequate generation and transmission to meet the
Arizona system's load requirements and, in consultation with the General
Manager, for determining the magnitude and duration of any load curtailment.

• Is responsible for directing the implementation of all phases of the curtailment
plan and ensuring the personnel involved understand the plan and are trained in its
operation.

Kan ab Area Manager:

• Is responsible for executing involuntary load curtailment consistent with the
outlined plan.

• Maintains an accurate log of all circuit interruptions during curtailments and
forwards the information to the Engineering Manager and General Manager.



Member Services Personnel:

Keeps the public informed of electric curtailment through news releases and other
announcements as instructed by the General Manager.

APPROVED

GARKANE ENERGY COOPERATIVE, INC.

Dan McClendon, General Manager

Date

I  l ill\ I
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EXECUTIVE SUMMARY
GARKANE ENERGY COOPERATIVE, INC.

DOCKET no. E-01851A-15-0176

Margaret (Toby) Little's testimony presents the results of Utilities Division Staffs ("StafF')
review of the rate case application ("Application") of Garkane Energy Cooperative, Inc. ("Garkane"
or "Cooperative" or "GEC") filed with the Arizona Corporation Commission ("Colnrnission") on
June 1, 2015, and the results of Staffs evaluation of GaLrkane's Cost of Service Study ("COSS").

Based on its review of Garkane's COSS, Staffs conclusions and recommendations are as
follows:

CONCLUSIONS

a. Staff concludes that Garkane has performed the COSS consistent wi th a
methodology generally accepted in the industry, and developed the allocation factors
appropriately.

b. Staff further concludes that the results of the application of the COSS model are
reasonable. .

RECOMMENDATIONS

a. Based on the aforementioned conclusions, Staff recommends that the Commission
accept Garkane's Cost of Service Study for use in this case.

b. Staff further recommends that Garkane use the same model for COSS in future rate
cases.

1

I
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Direct Testimony of Margaret (Toby) little
Docket No. E-01851A-15-0176 (Rates)
Page1

1 1. INTRODUCTION

2 Q. Please state your name and business address.

3

4

My name is Margaret (Toby) Little. My business address is 1200 West Washington Street,

Phoenix, Arizona 85007.

5

6 Q. By whom and in what capacity are you employed?

7 A. I am employed by the Arizona Corporation Connnission ("Commission") as a Utilities

8 Contractor.

9

10 Q. Please describe your educational background.

11 A.

12

13

14

15

I received both my Bachelors and Master's Degrees in Electrical Engineering from New

Mexico State University. I graduated with my Bachelor's Degree in July 1972, and received

my Master's Degree in January 1979. My Master's Program at New Mexico State University

was in Electric Utility Management. I received my Pro fessionadEngineering ("P.E.") License

in the state of California in 1980.

16

17 Q. Please describe your pertinent work experience.

18 A.

19

20

21

22

23

24

25

26

I worked at the Commission from September 2010 to February 2011 as a Utilities Contractor,

was employed by the Commission from February 2011 to February 2012 as an Electric

Utilities Engineer, and have been a Utilities Contractor since February 2012. During this time

I have performed engineering analyses for financing and rate cases, coordinated the Seventh

and Eighth Biennial Transmission Assessments, reviewed utilities' load curtailment plans and

summer preparedness plans, and conducted various other engineering analyses. From 1983

through 1987 I was the Supervisor of System Planning for Anchorage Municipal Light and

Power, the second largest utility in Alaska. There I had overall responsibility for distribution,

transmission and resource planning for the utility and supervised six electrical engineers.

I

A.



Direct Testimony of Margaret (Toby) Little
Docket No. E-01851A-15-0176 (Rates)
Page 2

1 a

2

3

4

5

6

From 1979 through 1982 and 1987 through 1988 I worked for R.W. Beck and Associates,

nationally recognized engineering Firm. There I performed many types of engineering

analyses involving resource and transmission planning and worked on the engineer's reports

for the financing of a major generation facility in northern California. Prior to that, worked

in the System Planning Sections of San Diego Gas and Electric Company and Hawaiian

Electric Company, where I had responsibility for shop and long range distribution planning.

7

8 II. PURPOSE OF TESTIMONY

9 Q.

10

As part of your assigned duties at the Commission, did you perform an analysis of the

application that is the subject of this proceeding?

11 Yes, I did.

12

13 Q- Is your testimony herein based on that analysis?

14 A. Yes, it is.

15

16 Q. What is the purpose of your retiled testimony?

17 A.

18

The purpose of my testimony is to present the results of Utilities Division Staffs ("StafF')

evaluation of Garlstane Electric Cooperative's ("Gark2me" or "Cooperative" or "GEC") Cost

19 of Service Study ("COSS").

20

21 111. COST OF SERVICE STUDY REVIEW

22 Q. Did you perform an evaluation of Garkane Electric's COSS?

23 A. Yes, I did. Previewed Garkane's COSS and wrote a report detailing the results of that review.

24

25 Q. Is the COSS evaluation report a part of your testimony today?

26 A. Yes it is. It is attached as Exhibit I.

A.

Ill
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l IV. CONCLUSIONS AND RECOMMENDATIONS

2 Q. What conclusions and recommendations are derived based on Staffs engineering

3 evaluation ofGEC's COSS?

4 A. Staffs conclusions and recommendations are listed above in the Executive Svn° n° 2ry.

5

6 Q~ Does this conclude your testimony?

7 A. Yes, it does.
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EXHIBIT 1

M E M O R A N D U M EiHlalT

TO: Eric Hill
Executive Consultant
Utilities Division

3-L

FROM: Margaret (Toby) Little
Electric Utilities Engineer
Utilities Division

THRU : Del Smith
Engineering Supervisor
Utilities Division

DATE: January 20, 2016

RE: STAFF REPORT ON EVALUATION OF COST OF SERVICE STUDY FOR
APPLICATION OF GARKANE ENERGY COOPERATIVE, INC., AN
ELECTRIC COOPERATIVE NONPROFIT MEMBERSHIP CORPORATION,
FOR A DETERMINATION OF THE FAIR VALUE OF ITS PROPERTY FOR
RATEMAKING PURPOSES, TO FIX A ]UST AND REASONABLE RETURN
THEREON, AND TO APPROVE RATES DESIGNED TO DEVELOP SUCH
RETURN AND REQUEST FOR WAIVER. (DOCKET NO. E_09891A_15_0176)

GENERAL

Garkane Energy Cooperative, Inc. ("Garkane" or "Cooperative" or "GEC") submitted an
application on June 1, 2015 to the Arizona Corporation Commission ("Commission") for
determination of the fair value of its property for ratemaking purposes, to fix a just and reasonable
return thereon, to approve rates, charges, and tariffs designed to develop such return, and for
approval of a Prepaid Service Tariff, a Net Metering Service Tariff, and a Line Extension Policy that
are consistent with terms and conditions applicable to GEC's member/customers located in Utah.
The Cooperative also submitted for re-filing its Electric Service Regulations that have been on file
with the Commission since 1998 (corrected for typographical errors and factual updates as to GEC's
name and primary business location). In addition, to allow for more uniform rates and terms of
service system-wide, the Cooperative seeks in the Application a waiver of any and all Commission
rules inconsistent with Me rates, tariffs, and regulations approved in die Application docket.

Garkane's service area is located primarily in Central and Southern Utah and includes a
portion of northeastern Arizona. GEC is a member owned non-profit electric cooperative. It is
governed by an 11 member Board of Directors elected by its member-customers. Its 16,000 square
miles of service territory encompass parts of six counties in South-Central Utah, as well as part of
Mohave and Coconino Counties in Arizona. Ninety percent of its service territory consists of
federal and state lands, including four National Parks, two National Monuments and a National
Recreational Area. Despite its extensive service territory, GEC serves only 11,405 members in Utah
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and 1,439 members in Arizona. Approximately 18 percent of its total revenue is generated from
Arizona members. The division between Arizona and Utah is driven solely by the happenstance of
jurisdictional boundaries of two adjoining States, not by operational realities.

COST OF SERVICE EVALUATION

Genera/

Performing a Cost of Service Study ("COSS") involves three steps: 1) Functionalizadon of
costs, 2) Classification of costs, and 3) Allocation of costs. The first step in performing a COSS is to
classify the utility's test year revenue requirements (investments and expenses) by function, such as
generation, transmission, distribution, or customer service. Second, the costs are classified as
customer-related, demand-related, or energy-related. Finally, the study breaks down costs by
customer rate class to reflect, as closely as possible, the cost causation by respective customer rate
class. The result of the COSS provides a benchmark for the revenues needed from each customer
rate class.

There is no standard methodology for designing a COSS, but most models follow a range of
alternatives to identify which allocations are most reasonable. For that reason, the COSS should be
used as a general guide only and is one of many considerations in designing rates.

Ganéane C055 Review

Staff did not conduct an independent COSS but rather reviewed and analyzed the COSS
performed by Guernsey, Engineers, Architects and Consultants ("Guernsey") on behalf of Garkane.
Garkane's CUSS was developed body for the entire system and also for the Arizona pardon of the
system. Staff first reviewed results of the model used by Guernsey in developing various allocation
factors for the entire Garkane system and for the Arizona portion of the system. Second, the rate
base, revenues and expenses for the Test Year ended December 31, 2013, as adjusted by Pro Forma
adjustments, were reviewed and matched with the appropriate schedules contained in the
application. Third, the changes in revenue requirements made by Staff Witness Phan Tsan were sent
to Guernsey. The COSS model was re-run with the changes in revenue requirements; Staff then
reviewed the results and compared them to the original schedules.

CONCLUSIONS AND RECOMMENDATIONS

Conv/u.rionr

B a s e d  o n  i t s  e v a l u a t i o n  a n d  a n a l y s i s  o f  G a r k a n e ' s  C o s t  o f  S e r v i c e  s t u d y  r e s u l t s , Staf f
conc ludes d iaz

1) Garkane has performed the COSS consistent with a methodology generally accepted
in doe industry, and developed the allocation factors appropriately.

2) Based on an evaluation of the COSS model utilized by Garkane, the results of the
COSS are satisfactory.
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Rewnwzendationf

Staff therefore recommends that:

The Commission accept Garkane's Cost of Service Study for use in this case.1)

Garkane continue to use the same COSS model in future rate cases.



4

EXHIBIT
s

RDMITTED

BEFORE THE ARIZONA CORPORATION COMMISSION

I

.

SUSAN BITTER SMITH
Chairman

BOB STUMP
Commissioner

BOB BURNS
Commissioner

DOUG LITTLE
Commissioner

TOM FORESE
Commissioner

IN THE MATTER OF THE APPLICATION OF
GARKANE ENERGY COOPERATIVE, INC.
FOR A DETERMINATION OF THE FAIR
VALUE OF ITS PROPERTY FOR
RATEMAKING PURPOSES. TO FIX A ]UsT
AND REASONABLE RETURN THEREON,
AND TO APPROVE RATES DESIGNED TO
DEVELOP SUCH RETURN AND REQUEST
FOR WAIVER

)
)
)
)
)
)
)
)
)
)

DOCKET NO. E-01891A-15-0176

DIRECT

TESTIMONY

OF
1

MARGARET (roBy LITTLE

CONSULTANT

UTILITIES DIVISION

ARIZONA CORPORATION CGMIvIISSION

DECEMBER 21, 2015

Illlll Il all ll lllllllll-lllll I l I ll l l l l



i

PURPOSE OF TESTIMONY..

EN GINEERINGREVIEW

INTRODUCTION

CONCLUSIONS

Engineering Report

TABLEOF CONTENTS

EXHIBIT

IIIIOIOIOIOIIIIIIIllilllllIIICIIIIOIIIICQIIIIIQIlil!

_ ,.».. ~...»,. ,.. ,.

Page

1

2

2

1

*'

4

1



EXECUTIVE SUMMARY
GARKANE ENERGY COOPERATIVE, INC.

DOCKET no. E-01851A-15-0176

Margaret (Toby) Little's testimony presents the results of Utilities Division Staffs ("Staff")
review of the rate case application ("App]ication") of Garkane Energy Cooperative, Inc. ("Garkane"
or "Cooperative" or "GEC") Bled with the Arizona Corporation Commission ("Co1:nmission") on
June 1, 2015, and the results of Staffs engineering evaluation of the Cooperative's electric
distribution system in Arizona.

Based on its review of Garkane's Application, inspection of the Cooperative's electric
system, discussions with the Cooperative's General Manager Dan McC1endon and Chief Engineer
Mike Avant, and responses to datarequests, Staffs conclusions are as follows:

a. Garkane is operating and maintaining its electrical system properly,

b. Garkane is carrying out system improvements, upgrades and new additions to meet
the current and projected load of the Cooperative in an efficient and reliable manner.
These improvements, system upgrades and new construction are reasonable and
appropriate. The Cooperative's Plant in service for the Arizona service territory is
"used anduseful;"

I
I

c. The Cooperative has an acceptable level of system losses, consistent with the
industry guidelines, and

1

I

GEC has a satisfactory record of service interruptions in the historic period from
2008 thru 2012, reflecting satisfactory quality of service.

I
i

1

d.

4

E
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1 INTRODUCTION

2 Q. Please state your name and business address.

3 A.

4

My name is Margaret (Toby) Little. My business address is 1200 West Washington Street,

Phoenix, Arizona 85007.

5

6 Q. By whom and in what capacity are you employed?

7 A. I am employed by the Arizona Corporation Commission ("Commission") as a Utilities

8 Contractor.

9

10 Q. Please describe your educational background.

11

12

13

14

I received both my Bachelors and Master's Degrees in Electrical Engineering from New

Mexico State University. I graduated with my Bachelor's Degree in July 1972, and received

mY Master's Degree in January 1979. My Master's Program at New Mexico State University

was in Electric Utility Management. I received my Professional Engineering ("P.E.") License

i n the stateof California in 1980.15

16

17 Q. Please describe your pertinent work experience.

18 A.

19

20

21

22

I worked at the Arizona Corporation Commission from September 2010 to February 2011 as

a Utilities Contractor, was employed by the Commission from February 2011 to February

2012 an Electric Utilities Engineer, and have been a Utilities Contractor since February 2012.

During this dine I have performed engineering analyses for f inancing and rate cases,

coordinated the Seventh and Eighth Biennial Transmission Assessments, reviewed utilities'

23

24

25

26

load curtailment plans and summer preparedness plans, and conducted various other

engineering analyses. From 1983 through 1987 I was the Supervisor of System Planning for

Anchorage Municipal Light and Power, the second largest utility in Alaska. There I had

overall responsibility for distribution, transmission and resource planning for the utility and

A.

I
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l

2

3

4

5

6

7

supervised six electrical engineers. From 1979 through 1982 and 1987 through 1988 I

worked for R.W. Beck and Associates, a nationally recognized engineering Hmm. There I

performed many types of engineering analyses involving resource and transmission planning

and worked on the engineer's reports for the financing of a major generation facility in

northern California. Prior to that, I worked in the System Planning Sections of San Diego

Gas and Electric Company and Hawaiian Electric Company, where I had responsibility for

short and long range distiibudon planning.

8

9 PURPOSE OF TESTIMONY

10 Q.

11

As part of your assigned duties at the Commission, did you perform an analysis of the

application that is the subject of this proceeding?

12 A. Yes, I did.

13

14 Q. Is your testimony herein based on that analysis?

15 A. Yes, it is.

16

17 Q. Whant is the puxpsse of your profiled testimony?

18 A.

19

20

The purpose of my testimony is to present the results of Utilities Division Staffs ("Staff")

engineering evaluation of Garkane Electric Cooperative's ("Garkane" or "Cooperative" or

"GEC") electric distribution system operations and planningin the state of Arizona.

21

22 ENGINEERING REVIEW

23 Q. Did you perform an engineering evaluation of Garkane's electrical system?

24

25

Yes, I did. Based on a review of Garkane's rate application ("Application"), a site visit in

which I inspected parts of Garkane's electric distribution system in Arizona and held

I I IIIIHII

A.

I l
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1 discussions vln'th members of GEC staff, and responses to data requests from Staff, I

2 prepared an engineering report presenting my Endings.

3

4 Q. Is the engineering evaluation report a part of your testimony today?

5 A. Yes it is. It is attached as Exhibit I.

6

7 CONCLUSIONS

8 0 What conclusions are derived based on StaH' engineering evaluation of GEC's

9 electric distribution system in Arizona?

10 A. Staffs conclusions are as follows'

11

12 a. Gaxkane is operating and its electdcad system properly,

13

14 b. Garkane is carrying out system improvements, upgrades and new additions to meet
1

15 the current and projected load of the Cooperative in an efficient and reliable manner.

16 These improvements, system upgrades and new construction are reasonable and I
;I

17 appropriate. The Cooperative's plant in service is "used and useful,"

18

19 c . The Cooperative has acceptable level of system losses, consistent with the industry

20 guidelines, and

21

22 d. The Cooperative has a satisfactory record of service interrupt ions in the historic

23 period from 2008 thru 2012, reflecting satisfactory system reliability and quality of

24 service.

25

*

Q

II
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» Does this conclude your testimony?

a Yes, it does

I

I

2

1

A

Q

lllll\ l
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EXHIBH 1

MEMORANDUM

Eric Hill
Executive Consultant
Utilities Division

FROM: Margaret (Toby) Little
Electric Utilities Engineer
Utilities Division

9
l

THRU : Del Smith
Engineering Supervisor
Utilities Division

DATE: November 6, 2015

RE: STAFF ENGINEERING REPORT FOR APPLICATION OF GARKANE
ENERGY COOPERATIVE, INC., AN ELECTRIC COOPERATIVE
NONPROFIT MEMBERSHIP CORPORATION, FOR A DETERMHIATION
OF THE FAIR VALUE OF ITS PROPERTY FOR RATEMAKING PURPOSES,
TO FIX A JUST AND REASONABLE RETURN THEREON, AND TO
APPROVE IL/\TES DESIGNED TO DEVELOP SUCH RETURN AND
REQUEST FOR WAIVER (DOCKET no. E-01891A-15-0176)

GENERAL

Garkane Energy Cooperative, Inc. ("Garkane," "Cooperative," or "GEC") submitted an
application on June 1, 2015 to the Arizona Corporation Commission ("Commission") for
determination of the fair value of its property for ratemaking purposes, to He a just and reasonable
return thereon, to approve rates, charges, and tariffs designed to develop such return, and for
approval of a Prepaid Service Tariff, a Net Metering Service Tariff, and a Line Extension Policy that
are consistent with terms and conditions applicable to GEC's member/customers located in Utah.
The Cooperative also submitted for re-Bling its Electric Service Regulations that have been on File
with the Commission since 1998 (corrected for typographical errors and factual updates as to GEC's
name and primary business location). In addition, to allow for more uniform rates and rems of
service system-wide, the Cooperative seeks in the Application a waiver of any and all Commission
miles inconsistent with the rates, tariffs, and regulations approved in the Application docket.

ENGINEERING EVALUATION

l
I

Garkane's service area is located primarily in Central and Southern Utah and includes a
portion of northeastern Arizona. GEC is a member owned non-proit electric cooperative. It is
governed by an 11 member Board of Directors elected by its member-customers. Its 16,000 square
miles of service territory encompass parts of six counties in South-Central Utah, as well as part of
Mohave and Coconino Counties, Arizona. Ninety percent of its service territory consists of federal

I

TO:

a l! l_l l l
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and state lands, including four National Parks, two National Monuments and a National
Recreational Area. Despite its extensive service territory, GEC serves Ody 11,405 members in Utah
and 1,439 members in Arizona. Approximately 18% of its total revenue is generated from Arizona
members. The division between Arizona and Utah is driven solely by the happenstance of
jurisdictional boundaries of two adjoining States, not by operational realities.

Garkane Energy Cooperative, Inc.

Docket No. E-01851A-15-0176
Page 2

Staff represented by Margaret (Toby) Little met with GEC Staff on September 16, 2015.
During the visit, the history of the Cooperative's operations in Arizona and their organization
relatedto customer service, planning, engineering, construction, system operations, meters, rates and
maintenance were discussed. Also discussed were their responses to Staffs data requests.

Staff met with Dan McClendon, Chief Executive Officer, Mike Avant, Engineering
Manager, and Jeff Vaughn, Area Manager. Cost, location, and reason for major construction
projects as outlined in the responses to Staff data requests were discussed as well as points of
delivery and source of wholesale power purchases, system loss values, operations procedures on the
Arizona electric system, inspection procedures, system characteristics; and potential for growth.
Mike Avant then took Staff on an inspection of the facilities both located in Arizona and located in
Utah but used to provide service to Arizona customers.

E/edrif .S_j1.fZem D e m i p l i o n

Garkane Site Visit

They receive power at three delivery points on their system: from Glen Canyon Dam in
Arizona, North of Loa and West of Twin Cities, both in Utah. Because it serves primarily rural load,
most ofthedistribution system, (with the exception of the towns and cities), is radial.

Garkane owns a small hydroelectric facility that serves approximately 10 percent of its load,
has a Western Area Power Administration ("\l(/APA") Allocations that provides power for
approximately 20 percent of total load, and is a member of Deseret Power Electric Cooperative
("Deseret"), a generation and transmissioncooperative located in Utah, from which the remainder
(approximately 70 percent) of their load requirement is purchased.

Garklane's electric system within Arizona includes 144.22 miles of overhead distribution line
and 20.93 miles of underground distribution. There is one substation located in Arizona and one in
Southern Utah from which the Arizona load is served. Both substations also serve Utah load.

E/evffif .ljrtemC/Qaracferixiiaf

At year-end in 2014, Garkane served 1,434 customers of which 1,147 were residential, 221
were commercial, and 66 were classified as "Other." The accounts classified as "Other" are public
buildings and incigadon; the Cooperative does not serve any industrial customers in Arizona.

1 W A P A  A l l o c a t i o n  o f  f e d e r a l l y  o w n e d  a n d  o p e r a t e d  p o w e r generation (px imani ly  hydroelec t r ic  fac i l i t ies )

E
l

\Ill



Year Year End Number of
Customers

Actual Peak
Demand

(MW)

Annual
Demand
Growth

(%)

Arnuad
Load

(mwh>

Arnuad Load
Growth

(%)

2010 1414 8.50 38091

2011 1412 9.22 8.5 40570 6.5

2012 1427 10.00 8.5 44094 8.7

2013 1447 13.14 31.21 46262 4.9

2514 1434 T111 15.4 44407 4.0

_
!

1

Garkane Energy Cooperative, Inc.
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Page 3

The year-end number of services in Arizona, including all classes of customers, increased from 1,414
in 2010 to 1,423 in 2014, an average annual increase of less than one percent.

GzLrkane's actual Arizona system be load and energy along m`th number of customers are listed
below:

When asked about the unusual peak demand reading in 2013, Garkane staff indicated that
although the peak normally occurs in time. summer, 2013 was a particularly cold year and the peak
that year occurred in December. Peak demand is often dependent on weather and is not always a
good. indicator of actual growth on an electric system; a better indicator is average tow annual load.
The average annual increase in peak demand from 2010 to 2014 was 7.7 percent; the average annual
increase in annual load was 4.1% over the same period. .

Annual Aj/.rtem L0.fre.f

The seeming disparity between average customer growth (less than one percent) and average
load growth (4.1 percent) was explained by GEC staff as due to several changes that occurred over a
period of after the re-acquisition of the Colorado City system. Metering errors were corrected,
(wrong multipliers, misfired instrument transformer installations, and services that were not
metered). In addition, a decrease in rates for the Colorado City area at the time of the acquisition
(about 20%) resulted in the addition or re-activation of several large accounts.

Garkane's Arizona system is very rural, with an average of slightly over Eve customers per
mile of distribution line. As a result, losses can be expected to be greater than on an electric system
with a higher customer density; long lines at a distribution voltage result in more system losses. The
American Public Power Association's Distribution System Loss Evaluation Manual ("Manual")
indicates Mat system losses of 10° /o are reasonable for a mostly rural system. No data exists for
system losses on the Arizona-oMy portion of GEC's electric system, however it is reasonable to
assume that the Arizona system has a loss pattern similar to that of the Cooperatives' total system
because the Utah system is also very rural, and as was noted earlier, the system is operated as a
whole. Garkane's annual total system losses for the last Eve years were:

,,. :n " "

Historical System Characteristics

1

lll\l llllll\ ll
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YEAR SYSTEM AVERAGE INTERRUPTION DURATION INDEX - MINUTES

IPop/er$` plier Planned All Other
Tata/ Excluding
Major Events

Major
Events

All
Events

2010 0.2 0.0 101.5 101.7 1054.6 1156.3

2011 17.0 0.0 79.0 96.0 74.0 170.0

2012 0.0 0.0 22.7 22.7 572.7 595.4

2013 0.0 22.5 147.9 170.4 118.5 288.9

2014 0.0 0.0 66.5 67.2 0.0 67.2

Five-Year
Avert u

_ 3.4 4.6 83.5 91.6 364.0 455.6

I

*

Qualify offervice

Garkane Energy Cooperative, Inc.
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Garkane's annual historic system losses average 8.89 percent for this Eve year period, which
is well m'thin the guidelines set forth in the Manual. Garkane has worked hard over the years to

keep losses to a minimum, purchasing and installing low-loss transformers, upgrading distribution
lines where appropriate, and maintaining system voltage. It is also worth noting that losses for the
system have decreased over the period.

The outages that occur in a utility's system stern from a variety of causes and are an indicator
of the quality of service to customers. Some of these causes are storm-related; others are relative to
switching surges, equipment failure and planned outages. The historical data relative to Garkane's
distribution system outages as measured by the System Average Interruption Duration Index
(SAIDI) which measures the average outage minutes per customer on an annual basis, for the period
2010 through 2014, is Shown in the table below.

According to the Rural Utilities Service ("RUS") Bulletins which Staff uses to judge the
adequacy of a cooperative's reliability, a concern would exist when the SAIDI for "All Other"

u all I l l l

Y e a ;
2009

2010
2011
2012
2013

Annual System Average Interruption Duration Index in Minutes

Percent System Losses
9.4%
8.4%

9. 11° /o
8.86%
8.68%

l ll u I

I
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exceeds 200 minutest. GEC's service quality over the Eve year period in rems of this metric has
ranged from 22.7 minutes to 170.4 minutes with an average of 91.6 minutes, all below the level of
concern. Of note is that GEC's outage rate for the "All Other" category is significantly below the
level of concern with the exception of one year in which the utility suffered the loss of a line due to
a storm that caused an unusually extended outage. For the remaining four years, which are more
indicative of the general reliability of the Arizona system, the average is 71.7 minutes, reflecting a
well maintained and operated distribution system

Dzlftribution System Imgbection

During the site visit on September 16, Staff inspected all of the major substations and
portions of the transmission, sub-transmission and distribution systems, including the locations of
system improvements and upgrades that have been made in the last few years and as described in
the information provided by Garkane in the Application and Staff Data Requests

Major projects inspected included a new 69-34.5 kV 10 MVA transformer at Twin Cities
Substation to feed Colorado City in Arizona and Hilldade in Utah (collectively referred to as "Twin
Cities"), a three phase line extension in the Cane Beds School Boundry, upgrade to a 15 MVA
transformer at the Twin Cities Substation and a new 138 kV transmission line in Utah that serves
the Twin Cities Substation, (serving Arizona load in Colorado City) Garkane follows the RUS
design standards for their facilities

In general the Garkane electric system appears to be well planned and maintained. No
deficiencies or obvious problems were observed during the inspection tour. It was especially noted
that the substations are extremely well maintained, with safety-related equipment installed

The Cooperatives routine maintenance program appears robust. It includes, but is not
limited to, routine inspection of all poles with replacement as necessary monthly substation
inspections. and annual infra-red inspection and annual oil sampling for large equipment. They
specify low-loss transformers and regularly test them before installation on their system
contributing to the relatively low losses on their system

power line carrier
Garkane uses technology to achieve efficiencies including automated meter reading over

_ SCADA control of all but two substations on their system, (they are in the
process of installing SCADA on the remaining two substations), and asset information is maintained
in a database including Geographical Information System ("GIS") location information

2As shown, outage statistics are categorized into four major causes Power Supplier and Planned causes are separated
because they represent causes over which the cooperative has virtually no control or total control, respectively, and
sboudd be analyzed separately. Major Events include outages on major event days which are days when the daily average
outage minutes per customer exceed a threshold value. The threshold is determined based upon a fionnula specified in
the RUS Bulletin 1703A-119, can change over mc, and is specific to each cooperative. That leaves all other outages
included in the All Other cause. All Other and Major Events are segregated to better reveal trends in daily operation in
the All Other cause category that would be hidden by the large statistical effect of Major Events

I
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Garkane Electric provided the following projections for peak demand growth for their
Arizona system over the next five year period. The projections were based on assumptions and
methodologies that include both historical data and projections for the economy over the next few
years.

Pnjected.SjnrfemGmwb

The average annual growth is projected by Garkane to be approximately Eve percent per
year over the next Eve year period which is consistent with growth on the system over the past six
years and projected economic conditions for the area. Future load for the Cooperative is heavily
dependent on the growth of Colorado City, which is where most growth has occurred over the past
Eve years. Based on discussions with GEC personnel about expectations for the Twin Cities area,
the projected load growth seems reasonable.

Based on its review of Garkane's Application, inspection of mc Cooperative's electdc
system, discussions with the C:ooperative's General Manager Dan McC1endon and Chief Engineer
Mike Avant, and responses to data requests, Staffs conclusions are as follows:

CONCLUSIONS

b.

a.

c.

d.

Garkane is carrying out system improvements, upgrades and new additions to meet
the current and projected load of the Cooperative in an efficient and reliable manner.
These improvements, system upgrades and new construction are reasonable and
appropriate. The Cooperative's plant in service for the Arizona service territory is
"used and useful."

The Cooperative has an acceptable level of system losses, consistent with the
industry guidelines, and

GEC has a satisfactory record of service interruptions in the historic period from
2010 thru 2014, reflecting satisfactory quality of service.

Garkane is operating and maintaining its electrical system properly,

. 1

Year
2015
2016
2017
2018
2019

System Peak
11.206 MW*
11.77 MW
12.35 MW
12.97 MW
13.62 MW

*Actual peak

Percent Growth
0.8%
5.0%
5.0%
5.0%
5.0%
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EXECUTIVE SUMMARY
GARKANE ENERGY COOPERATWE. INC

DOCKET no. E-01891A-15-0176

Garkane Energy Cooperative, Inc. ("Garkane" or "Cooperative") is a non-profit rural
electric cooperative located in Loa, Utah. The Cooperative provides electric service to a total of
12,844 consumers. 11.405 in Utah and 1.439 in Arizona

On June 1, 2015, Garkane filed an application for a permanent rate increase. Gaxkane
requested a total Cooperative revenue requirement of $24,402,577 which results in a net margin of
$2,669,802

Staff recommends a total Cooperative revenue requirement of $22,671,026 which results in a
net margin of $1,464,850

STAFF RECOMMENDS

Approval of its recommended revenue requirement
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INTRODUCTION

A.

Q.

Q.

A.

Q.

A.

Q.

A.

A.

Q-

Please state your name and business address.

My name is Derron Carlson. My business address is 1200 West Washington Street, Phoenix,

Arizona 85007.

By whom are you employed and in what capacity?

I am employed by the Utilities Division ("Staff") of the Arizona Corporation Commission

("ACC" or "Comnlission") as a Public Utilities Analyst Manager.

How long have you been employed with the Utilities Division?

I have been employed by the Utilities Division since September of 1991.

Please describe your educational background and professional experience.

I hold a Bachelor of Ans degree in both Accounting and Business Management from

Northeastern Illinois University in Chicago, Illinois.

making, cost of capital, income taxes, and similar issues. These have been sponsored by

I have participated in quite a number of seminars and workshops related to utility rate-

organizations such as the National Association of Regulatory Utility Commissioners

("NARUC"), Duke University, Florida State University, Michigan Slate University, New

Mexico State University, and various other organizations.

Briefly describe your responsibilities as a Public Utilities Ansdyst Manager.

In my capacity as a Public Utilities Analyst Manager, I supervise analysts who examine, verify,

and analyze utilities' statistical, financial, and other information. These analysts write reports

and/or testimonies analyzing proposed mergers, acquisitions, asset sales, Financings, rate

I l l | ll |  |

i
I

Q

I l
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1

2

3

4

cases, and other matters in which they make recommendations to the Commission. I provide

support and guidance along with reviewing and editing the work products. I also perform

analysis as needed on special projects. Additionally, I provide expel testimony at formal

headings. Finally, I assist Staff members during formal hearings and supervise responsive

testimonies, as needed, during the hearing process

7 PURPOSE OF TEST1MONY

8 Q What is the scope of your testimony in this case

9 A I am presenting Staffs analysis and recommendation in the limited area of the revenue

requirement for this rate application

12 Q Who else is providing Staff testimony and what areas/issues will they address?

13 A Staff witness Pham Tsar is presenting Staffs recommendations regarding rate base and

operating revenues and expenses. Staff witness Eric Hi l l  i s ' presenting Staffs

recommendations regarding the base cost of purchased power and Garkane Energy

Cooperative, Inc.'s ("Garkane" "Cooperative") purchased power adjustor mechanism, in

this round of testimony. Staff vldtness Margaret Little is presenting Staffs recommendations

regarding the engineering analysis in this round of testimony

or

20 REVENUE REQUIREMENT

21 Q What does tote Cooperative request for its revenue requirement

22 A The Cooperative is requesting a $799,289 or 3.39 percent increase over the test year revenue

of $23,603,288 to $24,402,577
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What is Staffs recommendation for the Cooperative's revenue requirement?

Staff is recommending a $932,262, or 3.95 percent decrease over the test year revenue of

$23,603,288 to $22,671,026 See Schedule DWC-1

How do the above revenue requirements translate to the bottom line for the

Cooperative

The Cooperative's requested revenue requirement of $24,402,577 results in a net margin of

$2,669,802 and a 2.42 debt service coverage ("DSC") ratio. Staffs recommended revenue

requirement results in a net margin of $1,464,850 and a 2.00 DSC ratio. See Schedule DWC-

12 Q. What is the reason for the difference between the aforementioned revenue

requirements

The Cooperative chose to include in its revenue requirement the funding for fifty percent of

its capital expenditures projected for 2014 through 2018. Note that the test year is calendar

year 2013. The Cooperative indicates that it wishes to maintain its current capital structure

which reflects fifty percent equity
I

i

While Staff agrees that a fifty percent equity position for the Cooperative is a good thing,

Staff does not agree that it is appropriate to fund future capital expenditures directly through

the revenue requirement. Building and maintaining the equity position is important and the

Cooperative has done this without direct funding of capital expenditures

How did Staff determine its recommended revenue requirement?

Typically, cooperatives and Staff utilize the DSC ratio to derive the revenue requirement for

cooperatives. That is exactly what Staff has done in this case Staff determined that a 2.00

lull II ll_ u.u.lllllllH
I

llllllllll I
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A.

Q~

A.

RECOMMENDATION

Q.

investments. Staff believes that this level of funding will allow Garkane to operate and

DSC ratio provides all the funding needed for operations, contingencies, and reasonable plant

Why does Staff object to Garkane's inclusion of fifty percent of its annual capital

maintain its current level of equity.

DSC and TIER ratios, using such ratios to drive the required revenue requirement instead of

requesting?

While Staff recognized that Cooperatives rely upon the reinvestment of earnings to fund

percent of these capital expenditures again through the recognition of depreciation expense

causesratepayers to pay more for the same capital expenditures. Further, requiring the direct,

expenditures as direct considerations in defining the level of rate increase it is

capital expenditures this is more properly achieved through the establishment of reasonable

setting revenue requirement to specifically fund some level of capital expenditures. Directly

Further, Staff believes that approval of the Cooperative's requested revenue requirement will

to generations of customers for perhaps as long as 50 years is clearly unfair to current

funding a set percent of capital expenditures and then requiring ratepayers to fund 100

customers I

up-front funding of 50 percent of capital investments which are designed to provide service

result in intergenerational cost recovery issues. Current ratepayers should not be expected to

Based on the above, what is Staff recommending?

Staff recommends approval of its recommended total Cooperative revenue requirement in

the amount of $22,671,026

fund capital expenditures for future customers.

"riiilll
f y

I
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Does this conclude your direct testimony?

• Yes, it does.

0

2

1

A

Q

III



STAFF ORIGINAL COST

Total System Arizona

COOPERATIVE ORIGINAL COST

Total System Arizona

>

,ONE

NO . DESCRIPTION

Garkane Energy Cooperative, Inc.

Docket No. E-01891A-15-0176

Test Year Ended December 31, 2013

REVENUE REQUIREMENT

14 Proposed/ Recommended DSC

10 Proposed Annual Revenue (LB + LE)

12 Interest Expense on Long-tem Debt

13 Proposed/Recommended TIER

11 Required Increase inRevenue (°/o)

4 Proposed Operating Margins Before Interest on L.T. Debt

2 Adjusted Operating Margins (Loss) Before Interest on L.T. Debt $

3 Current Rate of Rems (L2 / L l )

8 Required Revenue Increase (L7 *LE)

7 Gross Revenue Conversion Factor

6 Operating Income Deficiency (IA - L2)

9 AdjustedTest Year Revenue

5 ProposedRate ofketum (IA/Ll)

1 Adjusted Rate Base

Referenqqsz

Columns A: Company Schedule A-2.0, B-2.0
Columns B : Company Schedule A-1.0, G-1.1 & G-2.1
Column D: Staff Schedules PNT-2, PNT-4, Testimony

IN l Jul

$

$

s

$

$

$

$

*

60,782,310

23,603,288

24,402,577

(A)

2,633,727

3,433,016

1,442,214

799,289 $

799,289

1 .0000

4.33%

3.39%

5.65%

2.42

2.85

$

s

$

s

$

$

s

(Bl

9,651,807

4,561,895

4,409,767

(152,128)

(152,128)

678,134

830,262

231,623

1.0000

-3.33%

7.03%

8.60%

$

$

$

$

$

$

$

$

60,782,310 s

22,671,026 $

23,603,288

(c)

3,160,327 $

2,228,065 $

1,442,214

(932,262) $

(932,262 $

1.0000 .

-3.95%

5.20%

3.67%

200

2.02

Schedule DWC-1

s

(D)

9,651,807

4,561,895

1,072,806

4,386,319

1,248,381

(175,576)

(175,576)

231,623

11.12°/o

12.93%

1 .0000

-3.85%

4 ~,, ~-» u.~ 4:

4

1

!

l l l l l l
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FINANCIAL ANALYSIS

Total Cooperative
Stat?

RecommendedI I

Total
Cooperative

Pro sea

s

P

Garkane Energy Cooperative, Inc.
Docket No. E-01891A-15-0176
Test Year Ended December 31, 2013

1

2

3

4

5

6

7

8

9

10

13

14

15

16

17

18

19

TIER

DSC

Refere[1ces:

Column A: Cooperative Schedules A-2
Column B: Staff Schedule PNT-3 and Staff's Testimony

[1 +2+3+5] + [5+6]

Net Margins
Depreciation & Abort.
Income Tax Expense

Interest Expense on L.T.D
Repayment of Principal

[1 +3] + [5]

| .
III

$

TOTAL
$ 2,669,802

2,871,262

1,442,214
1,446,949

[Al

2.42

2.85

Schedule DWC-2

$

s

TOTAL

re]

1,464,850
2,871,262

1,442,214
1,446,949

2.02

2.00

- sf, 4- .*f

*

l l
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EXECUTIVE SUMMARY
GARKANE ENERGY COOPERATWE, INC.

DOCKET no. E-01891A-15-0176

Garkane Energy Cooperative, Inc. ("Garkane" or "Cooperative") is a non-profit neural
electric cooperative located in Loa, Utah. The Cooperative provides e1ecM'<: service to a Tod of
12,844 consumers, 11,405 in Utah and 1,439 in Arizona.

On ]ume 1, 2015, Garkane Bled an application for a permanent rate increase. Gark2Lne's
proposed rate base is $9,651,807 inArizona. This represents both Cooperative's original cost rate
base and its fair value rate base. Staff recommendsadoption of the Cooperative proposedratebase.

Garkane proposed a $152,128, or 3.33 percent, revenue decrease from $4,561,895 to
$4,4097767 in Arizona. The proposed revenue would produce an operating margin' before interest
on long-term debt of $678,134 for a 7.03 percent rate of remen on rate base.

Staff recommended a $175,576, or 3.85 percent, revenue decrease from $4,561,895 to
$4,386,319 in Arizona. Staff recommended revenue would produce an operating margin before
interest on long-term debt of $1,072,806 for an 11.12 percent rate of return.

4

I

I

1 The tem; "Operating margin" when used in context with Arizona electric distribution cooperatives has the same
connotation as operating income.

_ I . »
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A.

INTRODUCTION

Q.

A.

Q.

Q.

A.

Q-

ll no Hlll"ilrMI

.testifing at formal hearings on these matters.

My name is Pham Tsar. I am a Public Utilities Analyst employed by the .Arizona Corporation

Please state your name, occupation, and business address.

address is 1200 West Washington Street, Phoenix, Arizona 85007 .

Commission ("ACC" or "Commission") in the Utilities Dilvision ("StafF').

included in utility rate appliutions. In addition, I prepare written reports, testimonies, and

Briefly describe your responsibilities as a Public Utilities Analyst.

I am responsible for the examination and verification of Enancial and statistical information

schedules that include Staff recommendations to the Commission. I am also responsible for

regulatory proceedings.

Degree in Accounting from the Grand Canyon University.

I received a Bachelor of Science Degree in Finance and Economics and a Master of Science

Please describeyour educational background and professional experience.

Since joining the Commission, I have participated in numerous rate cases and other

auditing. Additionally, I have attended rate school sponsored by the National Association of

Regulatory Utility Commissioners ("NARUC") on ratemaking.

What is the scope of your testimony in this case?

revenues and expenses, regarding Galzkane Energy Cooperative's ("Garkane" or

I am presenting Staffs analysis and recommendations in the areas of rate base, operating

"Cooperative") application for a permanent rate increase.

la WV r V"
...=..-"T =11T'=

I have testified on matters involving regulatory accounting and

W

I

My business

» .

J
/

I

. 7

A.

N al ll Ill\l
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l Q. Who else is providing StaE testimony and what issues will they address?

2 A. Staff

3

Staff witness Derron Carlson is presenting StafFs recommended revenue requirement.

Witness Eric Hill is presenting Staffs base cost of purchased power recommendation. Mr.

4

5

6

Hill is also presenting Staffs recommendation concerning the Cooperative's adjustor

mechanism in this round of testimony. Staff witness Margaret Little is presenting Staffs

engineering analysis and recommendations in this round of testimony.

7

8 l What is the basis of your recommendations?

9 A.

10

11

12

I performed a regulatory audit of Garkane's application to determine whether sufficient,

relevant, and reliable evidence exists to support the Cooperative's requested rate increase.

The regulatory audit consisted of examining and testing the Cooperative's f inancial

information, accounting records, and other supporting documentation.

13

9 14 BACKGROUND

15 Q. Please review the background of this Applicant.

16 A.

17

Garkane is a non-profit rural electric cooperative located in Loa, Utah. The Cooperative

provides electric service to a total of 12,844 consumers, 11,405 in Utah and 1,439 in Arizona.

Ga.rkane's Arizona current rates were authorized in Decision No. 61105, dated August 28,18

19 1998. Current rates for Cooperative's Colorado City service area were authorized in Decision

20 No. 70979, dated May 5, 2009.
I
I
I
I

t
21

22 Q. What is the primary reason for the Cooperative's filing?

23 A.

24

25

26

According to the Cooperative, Garkane's Board of Directors approved new rates for its Utah

member/customers that were effective May 1, 2015, and has filed this application to seek the

Cornlnission's approval of proposed rates for Arizona that are structured similar to the rates

approved for Utah.

i

Q

I ul l l l l l ll la l all H l l
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A.

A.

SUMMARY OF THE RATE BASE AND OPERATING MARGIN _ ARIZONA

•

•

9

What test year did Garkane use in this filing?

Wholesale Power Cost Adiustrpent Q'WPCA") Revenue - This adjustment elinuinates the

Garkane's rate Blind is based on the twelve months ended December 31, 2013 ("test year").

Tggpsnqggion Operating ac_ M2i4¢n24¢ E.xp¢n§s= ('§Ilransmissio;1_O ac M") -  T h is

adjustment reclassi8es $11,781 non-related Purchased Power cost Brow Purchased Power

Please summarize the rate base and operating margin adjustments addressed in your

WPCA revenue from operating revenue, and increases Base Revenue by $274,946. The net

result of this adjustment to Total Operating Revenues is zero.

testimony for Garkane,

Staff made no adjustments to rate base. Staffs adjustments to operating margin address the

Purchased Power Expense - This adjustment decreases PurchasedPower cost by $354,040.

followilug issues:

Administrative and GeneralExpense account.

Adnqipistxatiga any General E_3pensQ - This adjustment removes $75,860 &om the

Expense to Transmission Operating and MaintenanceExpense.

ill Jpn ll nm l.l .II Ill IL§u.1..I..u11.~ LL! J . L . 44#.9.12
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Fair Va/ue Rate Base

A.

RATE BASE

A.

A.

Rate Bare - Arizona jurisdiction

A.

Q.

OPERATING MARGIN 1ARIZONA _JURISDICTION

Operating Margin Sufnwagy

0

•

•

New Depreciated Rate Base ("RCND")?

Did the Cooperative prepare a schedule showing the elements of Reconstruction Cost

No, the Cooperative did not. The Cooperative requested that its Original Cost Rate Base

What is Stalffs recommendation?

Please summarize Staffs adjustments to the Cooperative's rate base.

Staff made no adjustments to rate base.

("OCRB") be treated as its Fair Value Rate Base ("FVRB").

What are the results of Staffs analysis of test year revenues, expenses and operating

Staff recommends adoption of the Cooperative proposed rate base of $9,651,807 in Arizona

As shown on Schedules PNT-4 and PNT-5, Staffs analysis resulted in total Cooperative test

as shown on Schedule PNT-2.

margin?

year revenues of $23,603,288, expenses of $200442,961 and an operating margin of

$3,160,327; and Arizona test year revenues of $4,561,895, expenses of $3,313,514 and an

operating margin of $1,248,381 .

"L ~=...

1
, .
- -4.

e"\ ,
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Q
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1 Operating Margin Adjustment No. 1 -U7/Jolemle Power C`o.r1'Aayuftment ("II7PC./1 'Q Revenue

2 Q. Is it necessary to include monies collected through the Cooperative's WPCA in

3 operating revenues as the Cooperative has done?

4 A.

5

6

7

8

9

No, it is not necessary. WPCA revenues axe designed to reflect and recovery power cost

variances occurring during the post rate case period, so that WPCA pass through are

effectively offset by corresponding higher or lower costs. Since at the time of a new rate case,

the expected level of purchased power costs are built into the Cooperative's new base rates,

the assumption is that WPCA revenues are re-set to zero, so no WPCA revenues would be

shown in the Cooperative's pro-forma test year income statement

10

11

12

13

Further, the WVPCA revenues are setusing a mechanism that is separate from that used to set

base rates. Moreover, the Cooperative can change the WPCA rate, without action by the

Commission, based on over- or undepcollections in the Cooperative's fuel bank.

14

15 Q. What is StamPs recommendation?

16 Staff recommends decreasing total Cooperative's WPCA revenue shown in the Cooperative's

17 Blind by $335,951,but increasing Base revenue by $335,951 .

18

19
I
I

20

Staff also recommends decreasing A1:izona's WPCA revenue shown in the Cooperative's

Blind by $274,946 to eliminate the WPCA revenue, but increasing Base revenue by $274,946

as shown on Schedules PNT-3, PNT~4 and PNT-5.21

22

23 Q. What is the net elect of Staffs recommendation?

24 A. There is no net change to total Operating Revenues.

25

. , . . » z w., .» \. .rv

A.

Ill!
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Q-

Operating Margin Aajuxtment No. 2 - Purchased Power Expense and Tranxrniuion Operating and Mdntena/we

A.

(1"ran.rmzlv.¢ion O €'9'M 'Q Expense.

A.

Q.

I

Yes.

Did Staff make any adjustments to the Purchased Power Expense and Transmission

O 8c M Exzpeunse accounts?

Purchased Power by $354,040. Staff also increased total Cooperative's Transmission O ac M

by $65,545 and Arizona's by $11,781 as shown on Schedule PNT-4, PNT~5, and PNT-7.

Please emqalanin Staffs adjustment to these two accounts.

recommended Base Cost of Power

Staff's recommended Arizona Purchased Power cost was calcuLlated by multiplying Staffs

44,348,385 kWh's sold in Arizona during the test year,

purchased power cost for Arizona.

discussed in Staff Eric Hi]1's testimony.

include these costs in the Purchased Power account. Therefore, Staff reclassifies a total

proposed to be included in Purchased Power Expense. Staff believes it's not appropriate to

Some costs such as PP-Greenway Program, Load Dispatching and Other Expenses were

$65,554 from total system's Purchased Power account to total system's Transmission O & M

account. Then, Staff allocated 17.974 percent, which is $11,781, to Arizona. Greater details

of Staffs recommended Purchased Power Expense are discussed by Staff witnesses Eric Hill.

Staff decreased total Cooperative's Purchased Power by $65,545, and Arizona's

. »»-~

("BCOP") .

Greater details of Staffs recommended BCOP are

per kph,

results in a total of $1,567,523

which is $0.035346, by tot81 o

I

r

i
I
1

_ l l
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1 Operating Margin A¢§u.rlmenf Na. 3 .. Ad/winistfafive and Genera/ Expense

2 Q. Did Staff make any adjustments to the Cooperative's Administrative and general

3 Expense account?

4 A. Yes. Staff decreased total Cooperative's Administrative and General Expense by $526,600

5 from $4,917,419 to $4,390,819, and Arizona's by $75,860 from $708,383 to $632,523 as

6 shown on schedule PNT-4, PNT-5 and PNT-8.

7

8 Q. How was this adjustment determined?

9 A.

10

11

12

13

14

15

This adjustment includes two components. The Hist component comprises the removal of

$139,798 post-retirement benefits since this benefit is no longer available after 2015, $121,511

bonuses, and $58,094 purchases of flowers, gifts, donation, sponsorship, youth seminars,

non-recurring events, and other expenses that were not deemed to be used and useful in

provision of service. The second component is crediting $207,196, an amortization of

$1,035,981 net Gain on Curtailment over Eve years, to the Administrative and General

Expenses account. Then, a 14.41 percent of total $526,600, of which is $75,860 was allocated

to Arizona.16

17

18 Q. What is the Gain on Curtailment?

19 A.

20

21

22

23

24

25

26

In the past, Garkane offered its retiring employees and directors a post-retirement health

benefit. Garkane accrued a future liability/expense each month to account for the estimated

future payable based on an employee's number of years of service and the cost of the health

insurance. However, in 2014, Garkane's Board of Directors voted to eliminate the post-

retirement benefit. Anyone retiing after 2015 would not receive a post-retirement benefit.

As a result, Garkane recognized the accurate amounts expensed in a prior years but no longer

expected to be paid as a curtailment gain, a non-operating margin (below the line). Staff

believes Garkane should effectively re d this amount to ratepayers since the ratepayers

. ,w
s

"\.Ag
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Docket No. E-01891A-15-0176
Page 8

| - L l l

A.

Q,

REVENUE REQUIRMENT -- ARIZONA ]UR1sD1cT1on

What revenue requirement did Garkane propose for Arizona?Q-

A.

A.

Q~

A.

Q.

prepaid for this expense that is no longer an obligation of the Cooperative. However, instead

of recommending Garkane refund the money, Staff amortized this amount over Eve years

and credited it to Administrative and General Expense.

There is $1,172,049 Gain on Curtailment at the end of 2014. However, the liability related to

Therefore, a liability of $136,068 was

How is Net Gain on Curtailment of $1,172,049 determined?

post-ret i rement benef i ts for 2015 is $136,068.

subtracted from $1,172,049 Gain on Curtailment, resulting in a net of $1,035,981 .

Garkane proposed a Total Revenue decrease of $152,128, or 3.33 percent, from $4,561,895 to

$4,409,767 for Arizona as shown on Cooperative Schedule A-1 and H-1.

What revenue requirement is Staff recommending for Arizona?

Staff recommends a TotalRevenue decreaseof $175,576, or 3.85 percent, from $4,561,895 to

$4,386,319 for Arizona as shown on SchedulePNT-1 and PNT-4.

How is StamPs recommended revenue for Arizona determined?

Staff recommends a Total Revenue decrease of $932,262, from $23,603,288 to $22,671,026

for the total Cooperative. Then, the revenue requirement for Arizona was allocated based on

Arizona adjusted base revenue as a percentage of total Cooperative adjusted base revenue as

Cooperative revenuerequirement are discussed by Staff witnessDacron Carlson.

shown on supplemental schedule PNT-1.

I

More details of Staffs recommended total

z §>

84:

i
I
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0 Does this conclude your dissect testimony?

• Yes, it does.

I
I

»»
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STAFF ORIGINAL COST

Total S stem Arizona

COOPERATIVE ORIGINAL COST

Total System Arizona

;onE
no. DESCRIPTION

Garkane Energy Cooperative, Inc.

Docket No. E-01891A~15-0176

Test Year Ended Decanber 31, 2013

REVENUE REQUIREMENT

10 Proposed Annual Revenue (L8 + LE)

14 Proposed/ Recommended DSC

13 Proposed/Recommended TIER

ll Required Increase in Revenue ('/0)

12 Interest Expose on Loan-termDebt

9 Adjusted Test Year Revenue

3 Current Rate of Rems (1.2 / L l )

2 Adjusted Operating Margins (Loss) Before Interest on LT.Debt $

4 Proposed Operating Margins Before Interest on LT. Debt

7 Gross Revenue Conversion Factor

6 Operating Income Deticieucy (IA - LE)

5 Proposed Rate of Return (L4 / L l )

8 Required Revenue Increase (L7 * LE)

1 Adjusted Rate Base

R£f€-l'€flccs3
Columns A : Company Schedule A-2.0, B-2.0

Columns B : Company Schedule A-1.0, G-1.1 & G-2.1

Column D: Staff Schedules PNT-2, PNT-4, Testimony

I l l l l  *. ..» .. - " s¥r'~l'DM 1
l . .

$

$

s

15

s

$

23,603,288 $

24,402,577

60,782,310

(A)

2,633,727

3,433,016 $

1,442,214

799,289

799,289

1.0000

4.33%

3.39%

5.65%

2.85

2.42

s

s

s

$

s

s

(B)

4,409,767

9,651,807

4,561,895

(152,128)

(152,128)

231,623

830,262

678,134

1.0000

-3.33%

7.03%

s

s

$

s

s

s

s

60,782,310

22,671 ,026

23,603,288

2,228,065

3,160,327

(C)

1,442,214

(932,262)

(932,262)

1.0000

-3.95%

3.67%

5.20%

2.00

2.02

Schedule PNT~1

s

s

s

s

s

$

s

(D>

9,651 ,807

4,561,895

4,386,319

1,248,381

1 ,072,806

(175,576)

(175,576)

231,623

11.12%

1293%

1 .0000

-3.85%

. :~. »

l

l



Garkalne Energy Cooperative, Inc.

Docket No. E-01891A-15-0176

Test Yen Ended Decanber 31, 2013

Line

1

2

3

4

5

6

7

8

9

10

11

Base Revenue-Utah

Other Revenue-Utah

Tod Revenue- Utah

Base Revenue-Adzona

Other Revenue- Arizona

Total Revenue- Arizona

Total Base Revenue-Coopexative

Other Revenue- Cooperative

Total Revenue- Cooperative

Adjusted Rev_¢nue_

s

s

18,221,720

819,673

19,041,393

22,624,094

979,194

23,603,288

4,402,374

159,521

4,561 ,895

Percentage of Staff Staff
Total Bas: Recommended Recommended
Revenge Qhange Kev_cm.\e

80.54%

19.46%

s

s

('756,685.92) $

. -r

(756,686) $

(182,816)
7,240

(175,576)

(939,502) s
7,240

(932,262) $

+41-..9 :-\-. -,

s

Supplemental Schedule PNT-1

21 ,684,592

986,434

22,671 ,'026 '

17,465,034
819,673

18,284,707

_,_ . a. , . .-

4,219,558

166,761

4,386,319

xi

s

Cooperative

Bwwsed

.. Up: "H

23,416,143

986,434

24,402,577

19,101,137

891,673

19,992,810

4,243,006

166,761

4,409,767

».

•

II
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RATE BASE _ ORIGINAL COST

LINE
no.

Garkane Energy Cooperative, Inc.
Docket No. E-01891A-15-0176
Test Year Ended December 31, 2013

1 Plant in Service

2 Less: Acc Depreciation & Arnortizai

5 Net Plant in Service

6
7 LESS:

8 Consumer Deposits

9 Consumer Advances

10 Deferred Credits

11 Tota l

12

13 A D D ;

14 Cash Working Cupid Allowance

15 Materials and Supplies

16 Prepayrnents

17 Tota l

18
19

References:
Column A, Cooperative Schedde B-2
Columns B : Cooperative Schedule G-3
Column C: Schedule PNT-2
Column D: Column A+ Column C
ColumnE: Schedule PNT-2, testimony

ToM Rate Base

. ng; _.l11 | l..l ._"go!

$ 97,516,738
37,792,643

$ 59,724,095

$

$

$

$ 60,782,310

Total

Cooperative

___as Filed

2,586,108 $

661,617
1,624,491

3,186,846
157,477

3,344,323

[A]

$15,661,436
6,213,598

s 9,447,838

$

$

$

$ 9,651,807

Arizona
as

Filed

74,171
265,968

340,139

521,763
22,345

544,108

[B]

Staff
Adjustments

' s

$

$

$

$

$

$

[c ]

Q

Total Arizona

Cooperative as

Staff Adjusted Stall' Adjusted

s

s

$

$

$

$

$ 60,782,310__ $

97,516,738
37,792,643
59,724,095

661,617.00
1,624,491

2,886,108 $

3,186,846
157,477

3,344,323 $

[D]

Schedde PNT-2

s

s

$

$

-

15,661,436
6,213,598
9,447,838

[E]

9,651,807

74,171
265,968

340,139.

521,763
22,345

544,108

=
I

-II I

.so
i



[A] + [C]REF: Cooperative:

Schedule E 5

REF: Coopezzzive
Schedule G 4.1, G-3.0

I

1 .; *

.ONE

E Q

Garkznc Energy Cooperative, Inc.
Docket No. E-0189lA-15-0176
Test Year Ended Deccmher 31, 2013

34

35 G11 nd Pl,'ll't

36 389 had and Land Rios

37 390 Szmcluns & Improvements

as 391 Office Furniture & Equipment

39 392 Tnnspoztarion

4-0 394 Took, Shop & Gauge

41 395 IAbontory Fquipment
42 396 Power Opened Equipment

43 397 Cnmmxmiczxions Equipment

44 398 Miscellaneous
45 Subtotal
46
47 Total Plan( in Service
48
49 Less: Accumulated Dqueciztion
50 Less: Acumnulawd Ainunimtion
51 Tod Accumulated Depreciation 8: Amortization
52
53 Nm Plain in Service

54

55 LEM;
56 Consumer Deposits
57 Consumer Advances
58 Defered Credits
5 9  To d
60

61 ADD:
62 Cash Working Capital Allowance
63 Matelizls and Supplies
64 Prepayment
65 Total
66
67 Total Rn: Base

SUMMARY OF RATE BASE ADJUSTMENTS

24

25

26

27

28

29

30

31

32

33

Acct.

N P L A N T I N S E R W C E

1 Proxluctian plan;

2 330 Land and land Rights

3 331 Smzctuns & Improvements

4 332 Reset-voixs, Dams & Wuemuys

5 333 W'at:r Wheels, Turbines & Generators

6 334 Accessory Electric Equip

7 335 Misc. PP Equip

8 336 Roads, Railroads, 6: Bridges

9 344 Gennxtozs

10 345 Aceessoxy Electric Equip - Other

11 submul

12 Transmission Part

13 350 Land and Land Rights

14 351 C1¢=1=i"g and & ROW

15 352 Srzucnnes & Improvements

16 353 Station Equipmgm

17 354 Tower Md Fixuues

18 355 Poles and Fimuzes

19 356 OH Conducicis

20 359 Roads Md Trails

21 Submnul
22 T7i\\rf\lhmion Plant
B 360 [and Md Land Rights

362 Substation Equipment

364 Poles, Tourers & Fixtures

565 Conductors & Devices

366 Underground Conduit

367 Underground Conductors

368 Tnnslbnners

369 Services

370 Means

371 Installations on Cons. Premises

373 Sure: Lighting & Signal System

Subtotal

_

DBSBIBIJQN

s

s

s

$

s

s

s

s

s

s

s

s

s

s

s

s

T o d

Cooperative

AS}:n'_F_D

59,724,09293- _ _ _ -

60,782,308

97,516,736

37,792,643 s

37,792,643

663,589
5,555,850

949,712
2,703,000

81,422
482,947

4,366,643
552,654
588,033

13,943,850 .

2,336,075 s

26,117

41,920

3,089,954

35,371

8,603,206

5,945,715

23,9s3

20,102,341

»639,350

14,254,059

10,099,673

11,211,353

157,471

3,413,752

10,985,556

$,129,009

2,337,856

121,536

107,679

56,457,294

[A]

3,186,846

157,477

3,344,373

2,286,108

661.617

1,624,491

3zs,300

510,129

3222,261

1,364,039

230,085

35,979

147,941

902,456

272,061

7,013,251

s

s

s

s

s

s

s

s

s

s

s

s

s

s

Aliznna
AS FILED

9,447,838.00~....

15,661,436

[B]

9,651,807 s

6,213,598

6,213,598

94,159

504,552

134,758

383,538

11,553

68,527

619,599

78,418

83,438

1,978,543

100,099

2,231,662

1,581,238

1,755,286

24,654

534,468

1,719,935

489,888

366,022

19,028

16,859

8,839,139

416,145

4,652

7,468

550,439

6,501

1,532,561

1,059,160

4,212

3,580,998

59,111

91,850

580,177

245,599

41,427

6,478

26,637

162,490

48,985

1,262,756

521,763

22,345

544,108

74,171

265,968

340,139

s

s

x

s

s

s

s

s

s

s

s

s

s

s

S

s

Sufi

Adhnsnmnus

[C]

s

s

s

s

s

s

s

s 59,724,093

s

s 9,316,136

x

s

s

T o d

Cooperative

Staff Adiusred

663,589

3,555,850

949,712
403,000

81,422

482,947

4,366,643
552,654
588,035

'  `s8»4s.850

60,782,308

37,792,643

37,792,643

2,336,075

26,117

41,920

3,089,954

35,371

8,605,206

5,945,715

23,983

20,102;':41

639,350

14,254,059

10,099,673

11211353

157,471

3,413,752

10,985,556

$,129,009

2,537,856

121,536

107,679

56,457,294

3,186,846

157,477

3,344,323

2,286,108 s

661,617

1,624,491

328,300

510,129

3,222,261

1,364,039

230,085

35,979

147,941

902,456

272,061

7,013,951

[D]

s

s

s

s

s

s

s

s

s

s

$

s

$

s

s

Sdxedule PNT-3

9,447,838.00

Arizona

Seal!

Mixlsxnd

15,661,436

9,651,807

IE]

7,468

550,459

6,301

1,532,561

1,059,160

4,272

3,580,998

59,111

91,s50

580,177

245,599

41,427

6,478

26,637

162,490

48,985

1,262,756

6,213,598

6,213,598

94,159
504,552
134,758
383,538
11,553
68,527

619,599
78,418
85,438

14578373

100,099

;2.a1,662

1,581,238

1,755,286

24,654

534,468

1,719,935

4s9,a88

366,022

19,028

16,859

8,839,139

340,139

265,968

521,763

21345

544,108

416,145

74,171

4,652
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UNE
NO. DESCRIPTION

Total
Cooperative

AS filed

STAFF
ADJUSTMENTS

Total
Cooperative

AS ADJUSTED

U N E
NO. DESCRIPTION

Arizona
As filed

STAFF
ADJUSTMENTS

Arizona
AS ADJUSTED

.!
4

s

\

W

Garkane Energy Cooperative, Inc.
Docket No. E-01891A-15-0176
Test Year Ended December 81, 201 a

Total Cooperative

Arizona

BeferenQes:
Column A: Cooperative Schedules A-2
Column B: Staff's Testimony
Column C: Column A + Column B

4
5
6

1
2
3

Revenues
Base Revenue $ 22,288,143 $

To Eliminate Wholesale Power CostAdjustment('wpCA") Revenue $ 335,951 $

Beveryes
Base Revenue $

To Eliminate Wholesale Power Cost Adjustor ("WPCA") Revenue $

OPERATING MARGIN ADJUSTMENT no. 1 • WHOLESALE POWER COST ADJUSTMENT REVENUE

.e
. *'/<§.I ,»u.,..

4,127,428
274,946

[Al

[Al

$
$

[Bl

[B]

335,951 $
(335,951) $

274,946 $
(274,946) $

Schedule PNT-6

22,624,094

[C]

[C]

4,402,374

I

3
II I



LINE
no. DESCRIPTION

Total
Cooperative

As filed

STAFF
ADJUSTMENTS

Total
Cooperative

AS ADJ USTED

UNE
no. DESCRIPTION

Arizona
As filed

STAFF
ADJUSTMENTS

Arizona
AS ADJUSTED

Current
BCOP Difference

Recommended
BCOP

U'

Garkane Energy Cooperative, Inc.
Docket No. E-01891 A-15-0176
Test Year Ended December 31, 2013

Schedule PNT-7

OPERATING MARGIN ADJUSTMENT no. 2 - PURCHASED POWER cosT AND TRANSMISSION O&M

Total Cooperative [A] [B] [C]

1

2

PurchasedPower

TransmissionO&M

$

$

8,845,175 $

262,197 $

(65,545) $

65,545 $

8,779,630

327,742

Arizona [A] [B] [C]

3

4

Purchased Power

Transmission O&M

$
$

1,921,563 $

47,126 $

(354,040) $

11,781 $

1 ,567,523

58,907

5
6  I
7

References:
Column A: Cooperative Schedules A-2
Column B: Staff's Testimony
Column C: Column A + Column B

Test Year Sales (In kwhs) in Arizona
Multiplied by: Base Cost of Power per kph

Total Purchased Power Cost in Arizona $

44,348,385
0.02558

1 ,134,432 s
0.009l/657

433,091 $

44,348,385
0.035346_
1 ,587,523

al IHIHI

t

I



LINE

no. DESCRIPTION

Total

Cooperative

AS tiled

STAFF

ADJUSTMENTS

Total

Cooperative

AS ADJUSTED

LINE
no. DESCRIPTION

Arizona

As filed

STAFF

ADJUSTMENTS

Arizona

AS ADJUSTED

llll-1_41lrw1!1H

'o

Total Cooperative

Garkane Energy Cooperative, Inc.

Docket No. E-01891A-15-0176

Test Year Ended December 31, 2013

References:

Column A: Cooperative Schedules A-2

Column B: Staff's Testimony

Column C: Column A + Column B

Arizona

2

1

Administrative & General

Administrative & General

Lll!1ul1!..11. , . .

OPERATING MARGIN ADJUSTMENT no. 3 - ADMINISTRATIVE AND GENERAL

_,I r in .A

s

15 4 , 9 1 7 , 4 1 9

[ A ]

708,383 $

$

[ B ]

(526,600)

(75,860) $

s

Schedule PNT-8

Page 1 of 2

[ C ]

4,390,819

632,523

Ill

4.

I

l
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Garkane Energy Cooperative, Inc.
Docket No. E-01891A-150176
Tesl Year Ended December 31, 2013

Schedule PNT-8

Page 2 of 2

OPERATING MARGIN ADJUSTMENT no. 3 . ADMINISTRATIVE AND GENERAL (COrot.)

$ 139,798

121,511

s

I

Post Retirement Benefit

BDIIUSCS

Others

Employee gift card purchase
Extra gift cards
X~mas gift cards purchase

2013 leadership summit
75th anniversary signs

75th anniversary signs
75th anniversary stones for lobbies
75th anniversary-lst place winner
75th anniversary-2nd place winner

75th anniversary-3nd place
Christmas candy
Christmas gifts for large accts
Christmas poinsettias
Deseret ladies time out - supplies
Donation - contribution

Donation - contribution
Dinner & western buffers
Electrifying halftime shot

Electdfying shot winner
Employee - director dinner

Employee/director dinner expenses
Esmlante little league sponsorship
Fishlike relay sponsorship
Flowers
Flowers
Flowers

Flowers -B Brooks wife
Flowers - C Cropper congratulations
Flowers - Cory Anderson father
Flowers - Keith Forsyth
Flowers - Mary Lou bunting
Flowers - Robin Campbell

Flowers - sanders service
Flowers .. secretaries day
Graduation advertising
Region 20 girls bb ad

Region 9 meeting
Region b-ball sponsor
Region boy's bb ad full page

Sponsorship

18,100

1,614

2,130

300

936

702

629

300

150

50

1,035

6,146

289

850

250

100

567

500

500

3,698

1,796

250

500

43

111

43

38

84

50

82

30

49

53

64

110

40

3,125

450

100

75

250

75

800

500

2,410

550

7,425

150

sa.o95

Sponsorship - Wasatch back Ragnar relay
Sponsorshipof co-ed volleyball team
State la b~ba.ll boys/girls tournament
Triple c arena events sponsor

Washington dh youth tour - Neal
Your board's culture - Carl Boyd
Youth leadership conference
Youth softball sponsorship
Total Others

Gain onCurtailment
2015 Liability

Net Gian on Curtdknent
Amortization Rate(5 years)
Annual Amortization

1,172,049

(136,068)

1,035,981

0.2

207,196
s 526,600

J .4

ll I I I l
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IN THE MATTER OF THE APPLICATION OF
GARKANE ENERGY COOPERATWE, INC.,
FOR A DETERMINATION OF THE FAIR
VALUE OF ITS PROPERTY FOR
RATEMAKING PURPOSES, TO FIX AJUST
AND REASONABLE RETURN TI-IEREON,
AND TO APPROVE RATES DESIGNED TO
DEVELOP SCUH RETURN AND REQUEST A
WANER

DOUG LITTLE
Interim Chairman

BOB STUMP
Commissioner

BOB BURNS
Commissioner

TOM FORESE
Commissioner
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4

EXECUTIVE SUMMARY
E ENERGY COOPERATIVE, INC.

DOCKET no. E-01891A-15-0176

This Testimony addresses Garkane Energy Cooperative, Inc.'s ("Garkane") proposed
changes to Service Charges, Net Metering, Prepaid Service, Rules and Regulations including Line
Extensions,Impact Fees, and bill estimation tariffs

Staffhas the following recommendations:

1. Garkane's proposed service charge increases should be approved.

2. Garkane's proposed impact fee decreases should be approved.

3. Garkane should update its Electric Service Regulations to include red-lined or noted
proposed changes and provide those Electric Service Regulations in rebuttal
testimony.

4. Garkane's proposed modi5cations to its line extension policy should be approved.

Garkane should be granted a waiver from A.A.C. R14-2-207 so that it can implement
its Utah line extension policy in Arizona.

6. If Gar1<zlne's Utah line extension policy changes in the future, Garkane should File an
application with this Commission to re-examine the line extension policy.

7. Garkane's proposed Prepaid Service tariff should be approved vln'th the following
modifications:

a.

b.
The base rate should be set at 350.72281 per day.
The language "The following Service Conditions of the Cooperative (based
on A.A.C. R14-2-201 to -213), on File with the Commission," should be
added to the tariff

8. Garkzmne should work vln'th Staff to develop an Application/Agreement for its Prepay
program.

9. Gaurkane should File a bill estimation tariff as a compliance item for Commission
approval within 60 days of the effective date of the Decision in this case.

5.

l l

I
I



Direct Rate Design Testimony of Eric Van Epos
Docket No. E-01891A-15-0176
Page 1

1 INTRODUCTION

2 Q Please state your name, occupation, and business address

My name is Eric Van Epos. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("Comlnission") in the Utilities Division ("Staff"). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007

7 Q. Briefly describe your responsibilities as a Public Utilities Analyst.

In my capacity as a Public Utilities Analyst, I provide recommendations to the Commission

on matters involving electric and gas utilities. I also perform smdies on ancillary issues

pertaining to matters in and around the electric utility industry. I have been employed with

the Commission for three years

13 Q What is the scope of your rate design testimony in this case

This testimony addresses Service Charges, Net Metering, Pre-Paid Service, and Electric

Service Regulations including the Line Extension policy, and impact fees

17 Q Have you reviewed the testimony submitted by the Company in this case

Yes. I reviewed the testimony of Garkane Energy Cooperative, Inc.'s ("Garkane" or

Company") witness, Mr. David Hedrick. Mt. Hedrick has proposed a prepaid service tariff

revisions to the Company's line extensionpolicy, a net metering tariff, affirmation of the rules

for elecmlc service, and changes to the existing service charges and impact fees

23 SERVICE CHARGES

24 Q Has the Company requested changes to its existing service charges

Yes, the Company has requested that the Commission approve changes to its service charges

which would align Arizona charges with charges already in effect for Utah



Existing Service Charge IProposedServiceChar
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Direct Rate Design Testimony of Eric Van Epos
Docket No. E-01891A-15-0176
Page 2

1 Q Whale are the proposed service charge changes

Please see below

5 Q Do any of the proposed service charge changes have any effect on revenue

Yes. The proposed increase to the New Service charge from $30 to $50 would have an effect

the Company's revenue, providing revenue increase of $7,240. The Company has

accountedfor this increase with a pro-forma adjustment to test year revenue

on a

10 Q Has the Company provided Stalff with cost justification for the proposed service

charges

Yes. The Company has provided cost justification for its proposed service charges which

wouldindicate an actualcost for New Service, and otherService Calls at an average amount

of approximately $80 per occurrence

16 Q Does Staff believe the Company's proposed Service Charges are reasonable?

Yes. Given the aforementioned cost justification and the length of time in which the current

charges have been in effect, Staff believes the Company's proposed service charges are

reasonable and should be approved
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Direct Rate Design Testimony of Eric Van Epos
Docket No. E-01891A-15-0176
Page 3

l IMPACT FEES

2 Q. Has the Company requested to change its existing impact fees?

3 A.

4

Yes. The Company has requested that the Commission approve changes to its impact fees

which would align Arizona impact fees with ones Meade in effect for Utah.

5

6 Q. What are the proposed impact fee changes?

7 A. Please see below:

8

9

10 Q. Do any other electric utilities in Arizona have an impact fee or hook-up charge?

11 A. Yes. Dixie Escalante Rural Electric Association, which serves a suM portion of the

12

13

14

15

northeastern part of Arizona, has a Commission-approved impact fee that imposes a fee of

$400 for 0 to 60 amp overhead system connections and $1,950 for 61 to 200 amp

connections. Alternatively for an underground system connection, the corresponding charges

based on amperage are $525 and $2,950.

16

17 Q.

18 A.

19

20

Are there any revenue impacts as a result of the proposed changes to impact fees?

No. The proposed impact fees will require new customers to pay less than they would have

otherwise had to. Additionally, this decrease will ultimately only affect the Company's overall

capital requirements but not affect the level of operating revenue.

21

i

I
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Direct Rate Design Testimony of Eric Van Epos
Docket No. E-01891A-15-0176
Page 4

A

1 Q. Does the Company have substantial growth in the Arizona portion of its service

2 territory?

3 A.

4 in Arizona.

5

6

Gatkane has indicated that during the testyear, it had less than 100 new residential customers

Further, the Company has indicated that it does not currently have any

developers operating in the Arizona portion of the system. There were an average of 1,132

residential customers in the Arizona portion of Garkane's service territory duNg the test

7 year.

8

9 Q. Does the Company cadcudate its impact fee based on system-wide calculations?

10 A.

11

12

Yes. The Company uses system-wide calculations to substantiate its proposed impact fee.

This would be appropriate considering much of the infrastructure used to serve Arizona

customers is located in Utah. .

13

14 Q.

15

Considering the Company uses a system-vsnlde methodology for calculating its impact

fee would it be appropriate for Utah and Arizona to have different impact fees?

16

17

18

No. If the impact fee is designed based on system-wide calculations and two different groups

of customers connected to the same system pay separate impact fees, you are left with a

situation where one group would be subsidizing the other.

19

20 Q. Are Garkane's proposed impact fees reasonable?

21

22

Yes. The Company has proposeda sizable decrease to its Arizona impact fees, in order to

avoid a situationwhere Arizona customers are subsidizing Utah customers. It is reasonable

23 to align Utah and Arizona by approving the proposed impact fees.

24

A.

A.
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Q.

ELECTRIC sERvicE REGULATIONS

Direct Rate Design Testimony of Eric Van Epos
Docket No. E_01891A_15_0176
Page 5

What are the provisions of the Utah line extension policy?

The Utah line extension policy requires a customer to pay 100 percent of the total cost of

extending facilities to serve its load. Additionally, the Utah policy includes a provision where

Yes. The Company is requesting to adopt the same line extension policy in Arizona that has

been approved for Utah.

Has the Company requested a change to its line extension policy?

including redlines or noted changes in rebuttal testimony.

No. Staff recommends the Company provide Staff with updated Electric Service Regulations

in Decision No. 61105, without the proposed revisions discussed in its testimony.

Can Staff provide the Company with Aftirnnation of its Electric Service Regulations?

No. However, the Company has attached the original Electric ServiceRegulations approved

Regulations?

Has the Company provided Staff with a revised copy of i t  Electric Service

The Company has requested to update the Cooperative name, make a few formatting

revisions and correct typographical errors.

What are the proposed changes to the Electric Service Regulations?

Yes.

Regulations that have been on Elle with the Commission since 1998.

Has the Company proposed changes to its Electric Service Regulations?

Garkane has requested affirmation of a number of changes to the Electric Service

llllllll I l la

A.
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A.

Q.

A.
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A.

Q

Direct Rate Design Testimony of Eric Van Epos
Docket No. E-01891A-15-0176
Page 6

•

("A.A.C.")?

A.A.C. R14-2~207(C)(1) provides that as a line extension requirement a utility shall provide

"A maximum footage or equipment allowance to be provided by the utility at no charge. The

maximum footage or equipment allowance may be differentiated by customer class."

What is the line extension requirement pursuant to Arizona Administrative Code

utility to reduce long-term capital requirements and keep rates low.

No. Line extension fees ensure that up-front capital costs associated with extending service

are recovered as a contribution in aid of construction from the member. This would allow a

Will the proposed change to the line extension policy Have any effect on Company

revenues?

What i~ the provision of the esmisting Arizona line extension policy?

The Arizona line extension policy provides for free extensions of single phase from overhead

facilities up to 600 feet and the extension of three phase overhead up to 200 feet.

connected to the customer's line extension during the Erst Eve years following construction

on the extension. Further, the Utah line extension policy includes provisions for subdivision

development which requires developers to pay 100 percent of the cost of all facilities plus

impact fees for each 100 amp service hook-up. Upgrading of service in excess of 100 amps

will require an additional impact fee applied to the new home buyer.

a partial refund of  the l ine extension cost could be refunded if additional services are

s
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1 Q Will the Company require a waiver of A.A.C. R14-2-207, the line extension mies, in

order to implement its proposed change to the line extension policy

Yes. In order for the Company to implement the line extension policy which is in effect in

Utah the Company would require a waiver of A.A.C. R14-2-207

6 Q Does Staff believe the Company's request to change its line extension policy is

reasonable?

Yes. Garkane serves roughly 1,439 customers in Arizona, and the bulk of the Company's

distribution and transmission system is located in Utah. Given that Utah customers currently

are not Moated any free footage for a line extension, and Arizona customers are; currently

Utah customers are subsidizing Arizona customers

13 Q What does Staff recommend with regard to the line extension policy

Staff recommends that Garkane's Line extension policy be consistent across its entire

territory to avoid cross subsidization. Further, Staff recommends that Garkzane be granted a

waiver from A.A.C. R14-2-207 so that it can implement the Utah line extension policy in

Arizona. Additionsnlly, Staff recommends that if the line extension policy in Utah changes in

the future, the Company File with this Commission an application to re-examine the line

extension policy

21 NET METERING

22 Q Has the Company requested a Net Metering Tariff?

Yes. The Company has requested a net metering tariff consistent with the net metering tariff

already in effect in Utah; however, the Company has suspended its request in this case barring

the conclusion of the Value and Cost of Distributed Generation Decision as well as

Decisions in other similar RateProceedings

JL. .Jo l .I
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1 Q. Does the Company have a Net Metering Tariff in effect in Arizona?

Yes. At the Open Meeting on January 12, 2016, the Commission voted to approve the net

metering tariff filed by the Company on December 1, 2015that is consistent with Arizona Net

Metering Rules

6 Q. Does the Company intend to re-address Net Metering at a later date?

Yes, the Company has requested that this rate case be left open for 12 months to address Net

Metering at a later date. By procedural order dated November 24, 2015, in order to allow the

parties to litigate the issues related to Garkane's proposed Net Metering Service Tariff and

the mle waiver requests associated therewith, the evidentiary record in this matter shall

open for up to 12 months after the raternaking decision is issued in this matter

13

14

PREPAID SERVICE TARIFF

Q Has the Company proposed a Prepaid Service Tariff?

Yes, the Company has proposed a new Residential Prepaid Service ta1:if£

17 Q Are there any other cooperatives with approved Prepaid Service tariffs?

Yes. The proposed tariff was actually designed in a manner consistent with the prepaid rates

approved for both Sulphur Springs Val ley Electric Cooperative and Trico Electric

Cooperative

22 Q. Does Stay agree m°th the methodology used to calculate the base rate in the proposed

prepaid tariff*

No. Staff recommends that the Company use a per day base rate instead of using a per

month base rate. Staff believes this would more accurately mirror a prepaid customer's usage
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A.

A.

A.

Q.

Q.

Q.

Agreement/Application.

i f the customer failed to stay connected for an entire month. Staff recommends the

Company use a daily base rate of $072281 per day.

Yes. There are a number of mies under Title 14, Chapter 2 Article 2 of the Arizona

Administrative Code that the Company would need waivers from in order to implement the

proposed prepaid service rate. Staff believes the Company has adequately identified, in its

rate Blind, the mies from which it needs a waiver as well as identified in the tariff which

service regulations would no longer apply under the prepaid rate. Staff would recommend

adding additional language to the tariff under (Electric Service Regulations), BEFORE: shall

NOT apply: "The following Service Conditions of the Cooperative (based on AAC.

R14-2 -201 to 213), on File with the Commission,"

program?

Yes. Staff recommends approval of the proposed prepaid tariff as discussed herein.

Will the Company require waivers to An:'zona Administrative Code in order to

implement its prepaid tariff?

Yes. Staff recommends the Company work with Staff to develop the aforementioned

Does Staff believe the proposed prepaid rate should be approved?

Has the Company indicated it will develop an Application/Agreement for its prepaid

Rate Calculation {$22 X 12 : $264} {$264/365.2425 : $0.72280745}

< , ¢¢ - v,

Jo ¢,

ADD:

I'll

u
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1 BILL ESTIMATION TARIFF

I 2 Q. Does the Company have a bill estimation tarim?

3 A.

4

No. Staff recommends that the Company file a bill estimation tariff as a compliance item for

Commission approval vdtlmin 60 days of the effective date of the Decision in this case.

5

6 SUMMARY OF TESTIMONY AND RECOMMENDAT1ONS

7 Q. Please summarize your rate design recommendations.

8 A. Staff has the following recormnendations:

9

10 Garkane's proposed service charge increases should be approved.

11

12 2. Garkane's proposed impact fee decreases should be approved.

13

14

15

Garkane shod update its Elecmlc Service Regulations to include red-lined or noted

proposed changes and prov ide those Electric Serv ice Regulations in rebuttal

testimony.16

17

18 4 Garkane's proposed modifications to its line extension policy should be approved.

19

20 5.

21

Garkane should be granted a waiver from A.A.C. R14-2-207 so that it can implement

its Utah line extension policy in Arizona.

22

23 6. If Garkane's Utah line extension policy changes in the future, Garkane should File an

24 application with times Commission to re-examine the line extension policy.

25

26

27

Garkane's proposed Prepaid Service tariff should be approved with the following

rnodi5cations:

7.

3.

1.

W

.
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1 a.

2 b.

3

The base rate should be set at 150.72281 per day.

The language "The following Service Conditions of the Cooperative (based on

A.A.C. R14-2-201 to -213), on File with the Commission," should be added to

4 the taxifi

5

6 8. Garkane should work with Staff to develop an Application/Agreement for its Prepay

7 program.

8

9

10

Gaidzane should tile a bill estimation tariff as a compliance item for Commission

approval within 60 days of the effective date of the Decision in this case.

11

12 Q. .Does this conclude your direct rate design testimony?

13 A. Yes it does.

9.
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Staffs testimony concerns Garkane Electric Cooperative, Inc ("Garkane" or "Cooperative")
with respect to its base cost of power and its wholesale power cost adjustment mechanism.

Staff recommends a base cost of power of $0.035346 per kph, which reflects the test year
cost of power and kph usage. This recommendation differs from the base cost of power proposed
by the Cooperative in its application, as it does not include power generation expenses. Staff
recommends that those power generation expenses be recovered in base rates, rather than in a
variable adjustor mechanism. Staff also recommends the addition of a plan of administration for
Garkane's existing wholesale power cost adjustment mechanism.
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1 INTRODUCTION

2 Q- Please state your name, occupation, and business address. I

i
3 A. My name is Eric Hill. I am an Executive Consultant employed by the Arizona Corporation

4 Commission ("ACC" "Commission") in the Udlides Division ("StafF'). My businessor

5 address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as an Executive Consultant.

8 A.

9 This

10

In my capacity as an Executive Consultant, I review and analyze applications filed with the

Commission and prepare memoranda and proposed orders for Open Meetings.

includes evaluation of environmental compliance adjustment mechanisms, renewable energy

11
4

12

plans, energy efficiency plans, and decoupling mechanisms. My duties also include preparing

written testimony in rate cases, and testifying in related hearings. I have also been involved in

13 the Rulemaking process for statewide interconnection rules.

14
II
I 15 Q- Please describe your educational background and professional experience.

16 A. I received a Bachelor of Science degree in Business Administration from the University of

17 Utah in 2006, and I graduated from the University of Tulsa College of Law in 2010. I was a

18 senior staff member of the Energy Lau/ journal while I was in law school and I am a licensed

19 attorney in the state of Arizona. Prior to joining the Arizona Corporation Commission in

20

21

22

2013, I was employed by Bonneville Power Administration as a Public Utilities Specialist,

where I was responsible for compliance duties pertaining to federal energy efficiency

contracts with utilities throughout the Pacific Northwest.

23

24 Q. What is the scope of your testimony in this case?

25 A. OI

26

My testimony will address Garkane Energy Cooperative, Inc.'s ("Garkane" "Cooperative")

base cost of power within the wholesale power cost adjustment mechanism ("WPCA").
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l

1 BASE COST OF POWER
I

!

I

2 Q. What is the base cost of power proposed by Garkane?

3 A. was

4

5

Garkane has proposed a base cost of power of $0.037493 per kph. This figure

calculated based on purchased power costs of $9,313,048 and kph sales of 248,393,466 for

both Arizona and Utah.

6

7 Q. What base cost of power does Staff recommend for Garkane?

8 A.

9

Staff has recommended a base cost of power of $0.035346 per kph,which is also based on

kph sales of 248,393,466 in Arizona and Utah.

10
9

11 Q. Why has Staff recommended a different base cost of power?

12 A.

13

14

15

Staff has made this recommendation because Garkane included power generation expenses of

$533,418 in its proposed base cost of power, and while Staff agrees that such expenses are

recoverable, the WPCA is not the appropriate method for such recovery. Staff recormnends

that power generation expenses be included in Garkane's base rates.

16

17 Q. Why is the WPCA inappropriate for recovery of power generation expenses?

18 A.

19

20

As discussed in more detail below, the WPCA is intended to recover power generation costs

that are variable in nature. The power generation costs included in Garkane's application are

primarily maintenance expenses related to its hydro unit, which is why those costs should be

recovered in base rates.21

22

23 ADJUSTMENT MECHANISM

24 Q- What is the purpose of a purchased power adjustment mechanism?

25 A. An adjustor mechanism is generally designed to recover the variable cost of purchased power

and to adjust for changes in that cost between rate cases
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1 Q. Does Staff recommend that Garkane use an adjustment mechanism for its Arizona

2 customers?

3 A.

4

Yes. The current adjustment mechanism allows Gaxkane to limit its under-collections or

over-collections and adjust its level of recovery for purchased power costs between rate cases.
I

I
1 5

6 Q. How long has Garkane's existing adjustment mechanism been in place?
\

7 A.
i
I

8

Gar£kane's WPCA was approved by the Arizona Corporation Commission in Decision No.

50266 on September 18, 1979.
I

1

9

10 Q.

11

Does the existing adjustment mechanism treat the Arizona and Utah sem'ce areas as

a single unit? *

i

12 A- No. There is only an adjustor for Arizona customers.

13

14 Q. Why should an adjustment mechanism apply only in Arizona?

15 A. Gatkane has the ability to make rate changes more quickly in Utah.

16

17 PLAN OF ADMINISTRATION

18 Q. Should the Cooperative 61e a Plan of Administration for its adjustment mechanism?

19 A. Yes. Garkane should file a proposed Plan of Administration ("POA") for its WPCA in this

20

21

docket. The POA should include a clear and detailed description of how its adjustor

functions and the allowable expenses that are included. The draft POA should be included in

22 Garkane's rebuttal testimony.

23

24 SUMMARY OF RECOMMENDATIONS

25 Q. Please provide a brief summary of your recommendations.

26 A. 1. Staff recommends a base cost of power of $0.035346 per kph.

w ,, _J

n
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1 Staff recommends power generation expenses be recovered in base rates.

2 3. Staff recommends Garkane file a draft POA for its WPCA in its rebuttal testimony.

3

4 Q. Does this conclude your direct testimony?

5 A. Yes, Ir does.

9

2.
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Staffs testimony concerns Garkane Meade Cooperative, Inc ("G21rkane" or "Cooperative")
nth respect to the issue of rate design.

Staff recommends that the energy rate for the Colorado City residential service rate class be
set at $0.098000 per kph.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Eric Hill. I am an Executive Consultant employed by the Arizona Corporation

Commission ("ACC" or "Commission") in the Utilities Div ision ("Start"). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as an Executive Combatant.

8 A.

9

10

11

12

13

In my capacity as an Executive Consultant, I review and analyze applications Bled with the

Commission and prepare memoranda and proposed orders for Open Meeting

includes evaluation of environmental compliance adjustment mechanisms, renewable

plans, energy efficiency plans, and decoupling mechanisms. My duties also include preparing

written testimony in rate cases, and testifying M related hearings. I have also been involved in

the Rulemaking process for statewide interconnection miles.

14

15 Q. Please describe your educational background and professional experience

16 A. I received a Bachelor of Science degree in Business Administration from the University of

17 Utah in 2006, and I graduated from the University of Tulsa College of Law in 2010. I was a

18

19

20

21

22

senior staff member of the Energy Lau/ journal while I was in law school and I am a licensed

attorney in the state of Arizona. Prior to joining the Arizona Corporation Commission in

2013, I was employed by Bonneville Power Adrniinistration as a Public Utilities Specialist,

where I was responsible for compliance duties pertaining to federal energy eff iciency

contracts with utilities throughout the Pacific Northwest.

23

24 Q. Have you previously filed testimony in this docket?

25 A.

26

Yes. I filed direct testimony concerning the base cost of power and the wholesale power cost

adjustment mechanism for Garkane Energy Cooperative, Inc.



Direct Rate Design Testimony of Eric Hill
Docket No. E-01891A-15-0176
Page 2

1 Q What is the scope of your testimony in this case

My testimony will address rate design in respect to Garkane's electric sales

4 RATE DESIGN

5 Q Are there any significant differences between the existing rate structure and the

proposed rate structure?

No. The rate structure itself remains unchsmged. The Cooperative's stated god is to bring its

A» rizona rates in line with those in Utah

10 Q. Does Staff agree with Garkane's proposed rates

Not entirely. Staff recommends an energy rate of $0.098000 per kph for the Colorado City

Residential rate class

14 Q. Why has Staff recommended a lower rate for Colorado City

Staff has made this recommendation because it allows Garkane to still bring the majority of

its rates in line with those in Utah, but a downward rate adjustment was needed to reach the

reduced revenue requirement Staff proposed in its earlier testimony.

requirement testimony provided by Ms. Pham Tsar.)

(See the revenue

20 Q Please describe the effect of Staffs proposedrate changes

Outside of reducing revenue by approximately 0.98 percent from Colorado City residential

customers (from $1,428,012 to $1,402,256), there are no changes from Garkane's proposal

The Cooperative's stated objective of bringing its rates in line with those offered to its Utah

customers is still largely accomplished

IBlLX.WIL\ I 1 mL l L. l
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1 Q Has Staff prepared a schedule showing the existing rates and Staffs recommended

rates?

Yes. Schedule EAH-1 shows existing rates and Staffs proposed rates, which but for the

Colorado City Residential energy rate are the same as those proposed by Garkane

6 Q Please describe the bill impacts for residential ratepayers if Staffs proposal is

implemented

Outside of Colorado City, residential ratepayers would have a base charge increase of $9.50

energy charge increase of $0.002730 per kph, and based on average usage of 1,507

kph per month this would result in a bill increase from $116.59 to $130.20 Residents within

Colorado City would see a base charge increase of $9.50 and an energy charge increase of

150.02893 per kvs7h, while the current adjustment charge of $0.037317 would be eliminated

Colorado City customers m'th an average usage of 2,088 kph per month would see a bill

decrease from $234.64 to $226.62

16 Q In its application, Garkane seeks approval to implement residential time-of-use rates

Does staff recommend approval of this request?

Yes, however before Garkane implement such a rate, Staff recommends that the

Cooperative file a time-of-use tariff for Commission review and approval

21

22

SUMMARY OF RECOMMENDATIONS

Q Please provide a brief summary of your recommendations

Staff recommends an energy rate of $0.098000 per kph for the Colorado City Residential

rate class
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1 Does this conclude your direct rate design testimony?

2 A. Yes, it does.

v
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Exis l I I I I :Gaurkane Pro ed I I :Stay Pro ed lI IC -

Residential - An:°zona
Base Char I

_ $12.50 $22.00 $22.00 $9.50
I v IE n Char per k p h $0.069070 $0.071800 $0.077800 $0.002730

Residential - Colorado Ci
Base CharI $12.50 $22.00 $22.00 $9.50

k p hI _vEver Char ||
• $0.069070 $0.099800 $0.098000 $002893

_ | .r  k p hIAdj. Char $0.037317 50.000000 $0.000000 $0.03731
General Service No. 1
Base Char n

» $12.50 $25.00 $25.00 $12.50
11Demand Charge per B' ' kW $6.37 $7.50 $7.50 $1.13

| v 1Ever Char per kph $0.058450 $0.057200 $0.057200 $0.001250
General Service No. 1 - Colorado Ci

11Base C $12.50 $25.00 $25.00 $12.50
. | ,Demand Char Billing kWu $6.37 $7.50 $7.50 $1.13

En " W Charge per kph $0.058450 $0.057200 $0.057200 $0.001250
Adj. Charge per kph $0.006177 $0.000000 30.000000 150.00617
General Service No. 2
Base Charn

0 $20.00 $30.00 $30.00 $10.00
I. | *Demand Ch per B' . kW $6.37 $8.55 $8.55 $2.18

|.Ere Char per kphI v $0.061150 $0.058100 •$0.058100 $0.003050
General Service No. 2 - Colorado Ci
Base C |

u $20.00 $30.00 $30.00 $10.00
r B I ° kWDemand Char |

_ $6.37 $8.55 $8.55 $2.18
I v IEver Char p'er k p h $0.061150 $0.058100 $0.058100 $0.003050

l . |Ali. c per k p h 80.015035 30.000000 $0.000000 $0.015035
l I  IGeneral Service No. 1 - Public B ' '

Base Charge $12.50 $25.00 $25.00 $12.50
kW|

»Demand Char per B'  ' | $6.37 $7.50 $7.50 $1.13
| v IEver Char per kph 30.058450 $0.057200 $0.057200 $0.001250

•
- Colorado CiI I IGeneral Service No. 1 - Public Boil

Base Char I
¢ $12.50 $25.00 $25.00 $12.50

| Billing kWDemand Char $6.37 $7.50 $7.50 $1.13
v| | aEver C per kph 50.058450 $0.057200 $0.057200 $0.001250

n
_Adj. Char per kph $0.003956 $0.000000 $0.000000 $0.003956

•General Service No. 2 - Public Buil l I I Colorado Ci
eBase C |1 $20.00 $30.00 $30.00 $10.00

| lIDemand Char per B' ` kW $6.37 $8.55 $8.55 $2.18
I _v k p hI

nEver Charge $0.061150 $0.058100 $0.058100 80.003050
Adj. Char per  kphI

» $0.003956 $0.000000 $0.000000 $0.003956

no I

FS

SCHEDULE EAH-1

I I  I I I I I

J



•Exit | I | Garkanne Proposed Staff Pro seaI I | |C h

1° son
|Base Char , Single Phase $75.00 $75.00 $75.00 $0.00

. | 'Base C , Three Phase $125.00 $125.00 $125.00 $0.00
kWl | \Demand Char per B' $5.31 $7.30 $7.30 $1.95

\  1Ever Charge per kph $0.057230 $0.057000 $0.057000 $0.00230)
A \ \ 1

.  h .
Street
100 Watts MV - 40 kWh/Mo. $8.12 $8.15 $8.15 $0.03

250 Watts MV -. 100 kWh/Mo. $12.50 $12.90 $12.90 $0.40
400 Watts HPS _ 160
kW h/Mo.

$17.00 $17.50 $17.50 $0.50

| ll

SCHEDULE EAI-I-1

. , ...:. -_.
I
»
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23
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20
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3.

4

5

2

'hereby files the Surrebuttal Testimony of Staff witness Eric Hill, in the above-captioned matter.

RESPECTFULLY SUBMITTED this 7th day of March, 2016.
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EXECUTIVE SUMMA.RY
GARKANE ENERGY COOPERATIVE, INC.

DOCKET NO. E-01891A-15-0176

Staffs surrebuttal testimony addresses issues raised in the rebuttal testimony of Garkane
Electric Cooperative, Inc ("Garkane" or "Cooperative") witness David Hedrick.

Staff recommends that the energy rate for the Colorado City residential service rate class
be set at $0.099800 per kph.

Garkane shod file a revised Prepaid Service Tariff and work with Staff to develop an
application and file a Bill Estimation Tariff for Commission approval within 60 days of the
effective date of the Decision in this case.

Staff vlnill work with Garkane to make revisions to the draft Plan of Administration for the
Wholesale Power Cost Adjustment mechanism that Garkane Bled with its rebuttal testimony no
later than at the hearing.

I
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Surrebuttal Testimony of Eric Hill
Docket No. E-01891A-15-0176
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

A.

5

My name is Eric Hill. I am an Executive Consultant employed by the Arizona Corporation

Commission ("Commission") in the Utilities Division ("StafP'). My business address is 1200

West Washington Street, Phoenix, Arizona 85007.

6

7 Q.

8

9

10

A.

Have you previously filed testimony in this docket?

Yes. I filed direct testimony concerning the base cost of power, the wholesale power cost

adjustment mechanism, and rate design for Garkane Energy Cooperative, Inc.

11 Q.
I

I
I

12

13

A.

What is the subject matter of this surrebuttal testimony?

My testimony is in response to the proposals contained in Garkane witness David Hedrick's

rebuttal testimony.

14

15 COLORADO CITY ENERGY RATE

16 Q. Does Staff agree with Garkane's proposed energy rate for Colorado City?

A. Yes. Staff recommends the energy rate for the Colorado City residential rate class be set at

$0.099800 per kph.

17

18

19

20

21

Q.

A.

22

23

24

Whydoes Staff now recommend adopting this rate?

The only difference between Garkane's proposed rates and those proposed 'm Staffs rate design

testimony is an energy charge for the Colorado City residential rate class that is very slightly

lower (by $0.0018 per kph). The purpose of Garkane's Filing was to make its Arizona rates

uniform with Utah, and the difference between proposals is so minimal that it; makes sense to

meet that objective by adopting Garkane's proposal.25

26

I' l l  I
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Surrebuttal Testimony of Eric Hill
Docket No. E-01891A-15-0176
Page 2

ELECTRIC SERVICE REGULATIONS

Q. Garkane included a red-line of its Electric Service Regulations in its Rebuttal

Testimony. Does Staff recommend approval of Garkane's changes?

A. Yes, Staff has reviewed the changes and recommends approval of the revised Electric Service

Regulations.

PREPAID SERVICE AND BILL ESTIMATION TARIFFS

Q. Garkane has stated it will revise its Prepaid Service Tariff and work withStaff to develop

an application and file a Bill Estimation Tariff within 60 days. Does Staff agree with

A.

these proposals?

Yes, Garkane made theseproposals in response to Staff witness Eric Van Epos' testimony.

Staffwishes to clarifyGarkane should file the tariff and application as a compliance item inthis

docket for Commission approval within 60 days of the effective date of the Decision in this

case.

COST ADJUSTMENT MECHANISM PLAN OFWHOLESALE POWER

ADMINISTRATION

Garkane has filed a draft Plan of Administration ("POA") for its Wholesale Power Cost

Adjustment mecllam'sm ("WPCA"). Does Staff recommend approval of the proposed

POA?

Q.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

A. Staff intends to work with the Cooperative to make some revisions to the draft POA that

Garkane filed with its rebuttal testimony, and Staff will address the POA no later than at the

hearing.

1

I

I

II 1-11

l WWI



L

Ar

Surrebuttad Testimony of Eric Hill
Docket No. E-01891A_15-0176
Page 3

1 SUMMARY OF RECOMMENDATIONS

2 Q. Please provide a brief summary of your recommendations.

3 A. Staff has the following recommendations:

4 1.

5

6

The energy rate for the Colorado City residential rate class should be $0.099800 per

kph as first proposed in Garkane's application.

The revised Electric Service Regulations included with Garkane's rebuttal testimony

7

8 3.

9

10

should be approved.

Garkane should file a revised Prepaid Service Tariff and work with Staff to develop and

application and file a Bill Estimation Tariff for Commission approval within 60 days of the

effective date of the Decision in this case.

11 4. Staff will work with Garkane to make revisions to the draft PCA for the WPCA that

12 Gaxkane filed with its rebuttal testimony no later than at the hearing.

13

14 Q. Does this conclude your surrebuttad testimony?

15 A. Yes, it does.

I

i
J
I

I
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